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The ultimate factor in Fixed Trust Investment is soundness of management. In this 
connection it is important to note that Investors Specialised Fixed Trusts Ltd. and 
Security Trust Managers Ltd., the two companies which manage the ‘15 Moorgate’ 
Group of Trusts, are controlled by interests closely associated with Dawnay Day & Co. 
Ltd., Merchant Bankers, 15 Moorgate, London, E.C.2. 
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Approx. 
Name of Trust Yiu ~ Trustees Bankers 





INVESTORS GENERAL FIXED TRUST [Over-Subscribed| Royal Exchange Assurance | Barclays Bank Limited 
8 


INVESTORS SECOND GENERAL TRUST | 5% 18 9} Royal Exchange Assurance | Barclays Bank Limited 

(Successor to Investors General Fixed Trust) 
INVESTORS GAS AND ELECTRIC TRUST} 33% |16 
INVESTORS GOLD SHARE TRUST 7t% |20 


9] Royal Exchange Assurance | Barclays Bank Limited 
0 
PROVIDENT INVESTORS TRUST 44% |20 0] Martins Bank Limited Martins Bank Limited 
9 
3 


Royal Exchange Assurance | Barclays Bank Limited 
SECURITY FIRST TRUST 45% |21 Lloyds Bank Limited Lloyds Bank Limited 


HUNDRED SECURITIES TRUST 43% |22 Lloyds Bank Limited Lloyds Bank Limited 

















* This is the estimated Gross Annual Yield, based only on the cash dividends paid by the underlying 
companies in the past year. Capital bonuses and new issue rights ere not included in the computation of yield. 
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NOTEWORTHY FEATURES: 
Reserve Funds on the full scale laid down by the offered to them at any time in accordance with the 
Trustees to meet their own fees and the future terms of the Trust Deeds. 


management expenses of the Trusts are deposited The first five of the Trusts listed above are managed 
under the control of the Trustees. by Investors Specialised Fixed Trusts Limited, 
The Managers undertake to repurchase any sub-units and the last two by Security Trust Managers 
of the seven Trusts in the Group which may be Limited. 


For full information write for Booklets to 


\\le. INVESTORS SPECIALISED FIXED TRUSTS LTD. 


or SECURITY TRUST MANAGERS LTD., 
(BOX EC), 15 MOORGATE, LONDON, E.C.2. 


Telephones: Metropolitan 3622 (15 lines) 
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The Policy of 
Municipal and General 


Municipal and General Securities 
Company, Limited, a finance 
house which had already been in 
existence for a quarter of a 
century, originated the Fixed 
Trust Movement in British shares 
by the introduction of the First 
British Fixed Trust in April 
1931. 

Experience since 1931 has demon- 
strated that the rigidity of the 
ordinary Fixed Trust has neces- 
sitated such an extreme degree of 
marketability for every security 
held as to preclude certain con- 
servative investments desirable in 
all other respects. Consequently, 


the introduction of the Limited 





Investment Fund on 11th Decem- 
ber, 1935, marked a further step 
in the progressive policy of Muni- 
cipal and General. 

The Investment Fund idea breaks 
away from the rigidity of the 
Fixed Trust and gives complete 
flexibility within the  fully-paid 
debentures, preference or ordinary 
shares etc. of the companies re- 
ferred to in the Trust Deed. 
There is still, however, a wide 
difference between such a Fund 
and a Management Trust, because 
the Fund is confined within stated 
limits of investment and _ parti- 
cipation in underwriting or pools 


is precluded. 


For full particulars of all Trusts under 
their management apply to 


Muni cipal and General 


SECURITIES COMPANY, LIMITED 


ESTABLISHED 1906 


9 CLOAK LANE, CANNON STREET, LONDON, E.C.4 


Telegrams : Munigenco, Cannon, London 


Telephone : City 5201 (6 lines) 
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EVOLUTION OF THE FIXED TRUST 


Tue first fixed trust on record appears to have been the 
Submarine Cables’ Trust, formed in 1871 with a specialised 
portfolio of telegraph shares. It was succeeded in the 
following year by the Government and Guaranteed Per- 
manent Trust, which had power to vary its foreign bond 
investments. The constitution of both trusts formed the 
subject of legal proceedings (see 11 Ch. D. at page 170 
and15 Ch. D. at page 247). The idea lay dormant for the 
next half-century, which was associated with the rise of the 
“managed ’’ trust on limited liability lines. 

The first British fixed trust unfurled its banner in 
April, 1931, five months before Great Britain left the gold 
standard, and equity share values touched bottom in the 
great depression. Between April, 1931, and to-day the 
Actuaries’ Index of ordinary shares (December 31, 
1928 = 100) has risen from 57.0 to 84.6. The duration of 
the fixed trust movement in Great Britain has thus been 
contemporaneous with a Stock Exchange revival which 
has raised market values for ordinary shares by 50 per 
cent. The new device came appropriately upon its hour. 

_4n America, where the fixed trust was first propagated, 
its moment of birth was less happy. It was born largely 
of popular resentment against the losses of many ‘‘ man- 
agement trusts ’’—formed after English and Scottish 
models, but operated with less prudent conservatism than 
prototypes—during and after the 1929 ‘‘crash ’’ in 
all Street. The dissatisfied American holder of trust 
company shares found fault, not with the basic principle 
of Tisk-spreading,’’ but with that of management. In 
its earliest and most rudimentary form, the fixed trust was 
gned to incorporate the one and eliminate the other. 
€ 20 or 30 common stocks, carefully chosen for status, 
Ptospects and market activity, were mixed in agreed pro- 
Portions to form a ‘‘ unit,’’ and locked away in the strong- 
tom of some great bank or deposit institution for 15 to 
40 years. Against them, sub-unit certificates were issued, 
available at prices within the means of the smallest in- 
vestor. These, it was argued, would surely afford him a 
better Stake in the future progress of the country than 
the §iving of a blank cheque to a management body, which 
re use the investor’s resources for unwise market specu- 
securiti gtoup ”’ finance, or the purchase of doubtful 
es, 


In short, the fixed trust first attained popularity, in the 
land of its birth, during a wholly abnormal period, when 
the quality of human enterprise in financial affairs was 
unfairly discredited. Had it preserved its initial character 
without modification, its effective life would have been 
short, for many of the premises on which it was founded 
would not bear close examination. Foremost of these was 
the concept of fixity. To lock away a mixed holding of 
securities for 15 or 20 years is a policy running counter to 
the first axiom of successful investment. Even in as short 
a period as a couple of decades, industries rise and fall, 
successful companies encounter unexpected difficulties, and 
new companies replace them as leaders of the market. The 
kaleidoscope is constantly changing, and the price of profit- 
able investment is eternal vigilance. If an investor desires 
to divest himself of personal responsibility for the process, 
he must presume that the specialists to whom he entrusts 
his interests, though subject to the limitations which human 
fallibility imposes on all men, will at least combine expert 
skill with reasonable probity. Mistakes will be made, and 
occasionally there will be black sheep in the fold. But in 
the long run it is better that the results of ‘‘ manage- 
ment ‘‘ should fall short of the ideal than not be obtained 
at all. 

Though the early American fixed trusts secured wide- 
spread initial popularity, they were formed, in many cases, 
before the downward phase of market prices had reached 
bottom. When the fixed trust idea was transplanted to 
Great Britain it had the good fortune to arrive at the very 
beginning of the “‘ recovery ’’ in share values. Further, 
the movement had already passed from infancy to 
adolescence. Experience had modified some of the cruder 
ideas of the pioneer trans-Atlantic trusts. It was realised, 
for example, that to make the elimination of a given 
security from a trust’s portfolio dependent on the occur- 
rence of some unfavourable event, such as the passing of 
a dividend, was to compel holders to sell in a bad market. 
Further, the sponsors of the new movement in Britain 
wisely recognised that the environment in which they were 
working differed materially from that on the other side of 
the Atlantic. In Great Britain, security values had neither 
risen as high in the boom, nor fallen as low during depres- 
sion, as in America. The ‘‘ managed ’* type of investment 
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trust, further, had been responsible in Britain for the 
administration of resources running into nine figures, not 
for a few years but for half a century. On the whole, its 
stewardship had been conspicuously successful. Invest- 
ment trust revenues and dividends had certainly been 
reduced during the depression, but not by any means 
catastrophically, and the shares had continued to sell at 
prices well above their break-up values. The manage- 
ments had avoided many of the more speculative policies 
of the newer American investment trust groups, and the 
‘‘ management idea ’’ was not in any sense the object of 
popular discredit. 

The earliest British fixed trusts, therefore, borrowed the 
American practice of ‘‘ unit organisation ’’ without its 
‘““ unmanaged ’’ features. A given number of shares in, 
say, each of 25 leading companies were purchased, pooled, 
and handed over to trustees, who were invariably a bank 
or insurance company of the highest repute. Against this 
‘unit ’’’ a specified number of ‘“‘ sub-unit certificates ”’ 
were issued, conveying ownership of a proportionate part 
of the whole. Thus, if the aggregate market price of all 
the shares in a unit were {2,000, and the unit were divided 
into 2,000 sub-units, the price per sub-unit would be 2os., 
plus a “‘ loading charge *’ to cover expenses of formation, 
advertising, management and trusteeship during the pre- 
sumed life of the trust, which was usually from 10 to 21 
years. The resulting ‘‘ quotation ’’ for a sub-unit, under 
these conditions, would be close to the {1 denomination 
with which British investors were already familiar, as 
applied to company shares. 

By permitting the purchase of sub-units in small 
multiples the fixed trust could claim, with reason, to 
bring the benefits of ‘‘ risk spreading ’’ within the reach 
of the smallest investor. Such a facility, available to those 
with resources of little more than {10 and upwards, was 
unprecedented, so far as industrial shares were concerned— 
as distinct from National Savings Certificates, Savings 
Bank deposits, Building Society investments, etc. For the 
most part, the stocks of the ‘‘ managed ’’ investment trusts 
were unavailable to persons of small means. The majority 
of these stocks were quoted in terms of {100 parity, and, 
in normal times at least, many of them stood at a high 
premium. The market in investment trust stocks was 
never really ‘‘ free.’” The market for the new fixed trust 
sub-units, on the other hand, was highly elastic, for new 
units could be created as quickly as demand required. 

No additions, however, could be made to the number of 
underlying stocks in a fixed trust portfolio, once its com- 
position had been decided upon and the trust deed had 
been drawn up. Thus, the fixed trust started its career in 
Great Britain with exactly the same ‘‘ overall limitation ”’ 
as its American prototype. In the matter of adaptability 
to changing circumstances, however, it was more favour- 
ably placed. Its promoters (who were commonly limited 
companies formed for that specific purpose) retained certain 
clearly defined responsibilities. They were to watch the 
market for the underlying securities, against the happen- 
ing of any one of a number of unfavourable contingencies. 
These, from the outset, included not merely the passing of 
a dividend on an underlying security, but other possibili- 
ties such as a fall in the rate of payment below the average 
for a certain number of years. If any such event occurred, 
the managers might at their discretion sell out the security 
affected and return the proceeds to the beneficial holders 
of trust certificates. They were not bound automatically 
to sell—the first fixed trust formed in Great Britain, in fact, 
included in its portfolio a perfectly sound security which 
actually came within its “‘ selling provisions ’’ at the time 
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of its inclusion! Thus, although the right 

of one security by another was denied tacoma 

managers, the duty of elimination was definitely laiq wut 

them. Their responsibility involved the exercise bet 

good faith and sound judgment. of 
As the movement extended, the discretio 


the managements were progressively edilatpedy In a 


cases the trustees, as distinct from the 
given the equivalent of a veto on any elimination oan 
portfolio. But the initiative for such a change lay " 
variably with the managers. In the later trusts, manag. 
ment powers were broadened to cover discretionary 
elimination on the mere anticipation of unfavourable 
penings, before their actual occurrence, They were even 
extended, in some cases, to include the power to sell on 
unduly favourable contingencies, such as the attai 

of a Stock Exchange price, for an underlyi 5 
which the managers regarded as too high. They might 
sell also if a fundamental change was made in the rights of 
the holders of any underlying share; and, finally, if the 
managers ‘‘ deemed it in the best interests of the certificate 
holders.”’ 

With the incorporation of this latest provision in fixed 
trust deeds the ‘‘ management ’’ wheel had clearly gone 
full circle—so far, at least, as powers of elimination went, 
Those responsible for “‘ managed ”’ fixed trusts never have 
enjoyed wider selling powers. It remained only to com. 
plete the evolution of the fixed trust idea by giving the 
managers increased discretion in buying. From early da 
in Great Britain, at least one trust had embodied the con- 
ception of “‘ flexible ’’ choice, from a list of well overs 
hundred securities. This, however, was a “‘ specialised” 
and not a ‘* general ’’’ trust. The portfolio was 
of a single class of securities—foreign bonds—as distinet 
from industrial shares. Some of the “‘ general ”’ trusts, 
however, began to adopt the practice of having an alter. 
native panel of, say, ten securities, in which the managers 
might re-invest the proceeds of the sale of any security 
eliminated from their main portfolio. More recently the 
concept of flexibility, involving freedom of buying and 
selling stocks chosen from a lengthy panel—including, in 
one case, the securities of over 150 companies—has 
been adopted by several ‘‘ managed unit ’’ trusts. Once 
this point is reached, the idea of “‘ fixity ”’ all but ds 
appears. The so-called “‘ flexible trust ”’ is, essentially, a 
trust of limited choice. It remains only for some mat- 
agement to create a new trust with a panel of 500 or 1,00 
stocks, or with no panei at all, and the movement wil 
then have reverted completely to the “‘ blank cheque, 
and the ‘‘ managed economy,” of the older type of 
investment. , ; 

As a result of this rapid development, which has al 
been crowded into less than five years, there are a multi 
tude of types of fixed trusts in the market to-day, fo 
under widely different auspices, with varied constitrent 
securities, subject to every variety of managerial contdl, 
and, it must be admitted, of unequal investment merit. 
The detailed review which follows has two main objé- 
tives. It is concerned, first, with the presentation of a 
body of objective fact which will enable the investor to 
discover the canons which should govern a profita i 
choice between one fixed trust and another. Secon ¥ 
is designed, by reference to the information disclosed, 
suggest certain considerations which may serve as 4 
to those who believe that a new movement which 
attracted a very considerable amount of public 
support, should be brought under a commensurate degre 
of public control. 





HISTORY OF THE MOVEMENT 


Tue sub-units of certain American fixed trusts were first 
marketed in Great Britain in 1930. They were followed by 
the first European trust of the unit type, which had its 
headquarters at Basle, and held an international portfolio. 
These initial efforts created no great stir, but their results 
were sufficiently satisfactory to encourage an established 
London financial house, early in 1931, to form a trust with 


an entirely domestic portfolio. The immediate results were 


unspectacular. In its early months the new venture nee 
overshadowed by the financial crisis which cu add- 
Great Britain’s departure from the gold standard. In neil 
tion, the attitude of the Stock Exchange and of pA 
responsible financial commentators was either lukewarm 
definitely hostile. It was not until June, 1932, od trust 
months after the formation of the first all-British fix 4 
that a second trust appeared; and only after twenty 
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the launching of their first venture that the sponsors 
ithe original trust established a second. 

By the middle of 1933, however, it was clear that the 
movement had definitely taken root. Many representatives 
of the established investment community continued to hold 
aloof, but it was clearly gaining in popular favour. Its 
development took place entirely outside the Stock Ex- 
change, although the actual purchase of underlying unit 
securities was effected through the members of that institu- 
tion. The movement made its appeal to the public partly 
by recommendation from stockbrokers, bank ers and 
other professional advisers who had gradually been brought 
round to its side. In the main, however, it relied on direct 

to the public by means of attractively prepared 
explanatory booklets and advertisements in the press. Its 
reiteration of the merits of diversified investment in in- 
dustrial ordinary shares came with trebled force in a period 
when industrial recovery was gaining increasing impetus 
and equity share values were steadily rising. 

The Kaffir share boom, which followed the devaluation of 
the South African pound at the end of 1932, was the signal 
for the appearance of the first ‘* specialised ’’ fixed trust, 
which was established in April, 1933, with a portfolio con- 
sisting entirely of shares in gold-producing companies. 
Between July, 1933 (when the Actuaries ordinary share 
index had risen by 35 per cent. from the lowest point 
touched in the depression), and December of that year, four 
more ‘‘ general ’’ fixed trusts were established. ereafter 
new trusts came thick and fast. Between January and 
July, 1934, as many as 22 made their début, including 10 
of a general character, six concerned with differing indi- 
vidual groups of industrial shares (brewing, steel, textiles, 
etc.), and six having specialised holdings of gilt-edged 
stocks, foreign bonds, gold shares (two trusts), gas and 
electric investments, and insurance shares respectively. 

By this time the success of the new movement, and the 
realisation that some millions of pounds’ worth of its certifi- 
cates were already in the hands of the public, had drawn 
public attention to the desirability of tangible recognition 
and, possibly, control. In May, 1934, a sub-committee of 
the Committee for General Purposes of the Stock Exchange 
was formed to consider whether, and on what terms, the cer- 
tificates of certain fixed trusts should be accorded facilities 
for dealings on the floor of the ‘‘ House.’’ The question of 
special legislation for the fixed trusts was also raised. The 
managers of the trusts were usually private limited con- 
cerns, but the trusts themselves were not companies. They 
were therefore amenable to the common law, but not to the 
provisions of the Companies Act. The Government, how- 
ever, gave no indication of any settled conviction on the 
pete. and the deliberations of the Stock Exchange Sub- 

mittee were prolonged. Eventually, as we show on 
page 49 of this Survey, a report was issued in December, 
1935. The Sub-Committee found that the movement owed 
its growth, in part at least, to ‘‘ a genuine public demand for 


. 
a means by which the ively small investor might 
enter a slightly ive but clearly defined field of invest- 


speculative 

ment with the benefits of a spread risk.’ They appended a 
series of draft ions for Stock Exchange dealings in 
fixed trust certificates, but refrained from recommending 
their adoption, on the ground that ‘‘ the protection of the 
public’ could be secured only by “‘ legislation whish 
could be univ enforced.’’ Thus the responsibility 
for further inquiry was laid sq on the shoulders of 
the Government; and on February 11, 1936, the President 
of the Board of Trade announced that a Departmental Com- 
mittee would be appointed to inquire into the subject of 
fixed trusts ‘‘ in all its aspects.’” In the preceding April 
certain management groups had taken the initiative in form- 
ing a Fixed Trusts Standing Joint Advisory Committee 
(open to all groups, though not all had, in fact, joined it). 
Early in 1936 it was announced that, under the Advisory 

ittee’s auspices negotiations were in progress for the 
establishment of an Association of Managers of Fixed 
Trusts, and it is understood that a Committee has been 
drafting rules for its constitution. 

The announcement, on March 3, 1936, of the personnel 
of the Board of Trade Committee was favourably received. 
The Committee was strong and representative of the best 
ability in finance, law, public administration and 
economics. Sir Alan G. Anderson, G.B.E., M.P., was 
appointed chairman. Finance was represented by Mr 
E. H. Lever (joint secretary of the Prudential Assurance 
Company); by Mr R. P. Wilkinson (chairman of the Stock 
Exchange Sub-Committee on Fixed Trusts), and by ‘Mr 
C. U. Peat (of Peat, Marwick, Mitchell and Company). 
The Treasury Solicitor, Sir Thomas Barnes, and the Public 
Trustee, Sir H. Ernest Fass, represented two departments 
closely interested. The personnel also included Mr F. W. 
Pethick-Lawrence, formerly Financial Secretary to the 
Treasury, who had a wide experience of financial problems. 
The legal profession was represented by Mr H. G. Brown 
and Mr Gavin T. Simonds, K.C., and the ‘‘ science of 
economics ’’ by Mr H. D. Henderson. 

While all these matters of high policy were in train, the 
fixed trusts were multiplying with remarkable fecundity. 
The total number extant, which was only three at the end 
of 1932 and eight at the end of 1933, had grown to 32 
at the end of 1934 and 53 at the end of 1935. For purposes 
of detailed analysis, our Survey is limited to trusts in exis- 
tence at the end of last year. Since that date, however, 
three additional trusts have appeared, bringing the present 
total to no less than 56. British General ‘‘ B ”’ is excluded 
from our computation owing to its replacement by British 
General ‘‘ C.’’ The total amount involved in certificate 
sales by these trusts forms the subject of a special chapter 
of this Survey on page 6. Comprehensive analyses of 
all 56 fixed trusts in existence to-day, arranged under 
management groups, appear in a table on pages 26 
to 29. 





THE PAST YEAR’S DEVELOPMENTS 


Tue character of-the development of the movement during 
1935 showed a distinct change as the year progressed. For 
a time new competitors for the public’s favour adopted a 
strictly conventional approach, which may perhaps be illus- 
trated in the comparative simplicity of the two ‘‘ Selective ’’ 
Portfolios, which were issued in April last year, shortly 
after the publication of our first supplement. At that time, 
eed, the most interesting developments in the movement 
were being contributed by offers of ‘‘ assured repurchase 
salting trusts, whose importance is analysed on a later 
ge. 
Two months later the ‘‘ National ’’ group sponsored a 
ttish fixed trust, with the Clydesdale Bank acting as 
ees. Its portfolio, however, suggested that the choice 
of name may have been conceived with the intention of 
appealing more intimately to a reputedly dour market, 
tather than of excluding securities of Sassenach origin and 
asociations. At approximately the same interval, the 
ntish Empire Cumulative Trust appeared, at a time when 
the possibility of converting the fixed trusts, at the end of 





their life, to managed trust companies was receiving some 
attention. Several trusts, then and since, took powers to 
assist this possibility. British Empire Cumulative, without 
offering specific alternatives, gave the option of calling a 
meeting to decide on liquidation questions by the sub-unit 
holders and the managers. The first of four ‘‘ 15 Moor- 
gate ’’ trusts, issued in the second half of the year—Security 
First—entitled the managers to call a meeting to decide 
on perpetuation of the trust in limited liability managed 
form, with, of course, due safeguards for the sub-unit holder 
who wished to contract out. Possibly the provision of 
powers to perpetuate, in fifteen years’ time, a portfolio 
which might not have exhausted its promise, made a less 
conspicuous appeal to the potential sub-unit purchaser than 
other attractions of more immediate prospect. It has not, 
in any case, been forcefully emphasised in fixed trust 
publicity matter for some time. 

The Dawnay Day group proceeded in August last year 
with the issue of Investors’ Second General certificates, and 
at the end of September with Provident Investors certifi- 
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cates, the underlying securities of the latter being in com- 
panies whose products are ‘‘ household words.” This trust, 
therefore, presented an opportunity for a distinctive selling 
appeal, on the argument that certificate holders would not 
fail to help themselves by purchasing an interest in the 
shares of companies whose products they so readily con- 
sumed. During the last week of October the movement pre- 
sented, in distinctly startling fashion, an example of the 
limits to which competition might drive it. No fewer than 
three new trusts appeared (Hundred Securities, Century and 
British Empire Comprehensive) to exploit the advantages 
of large numbers, the first two having 100 securities and 
the last 150 securities in their portfolios. A fortnight later 
the British Industries group formed their Third and Fourth 
Portfolios, whose sale was organised in association with the 
first two portfolios, the four issues offering a joint interest 
in 100 securities. 

The macroscopic phase was evidently fated to be short- 
lived, for its potentialities were presumably less conspicious 
than those of a trust of normal dimensions carrying a greater 
proportionate share of attractive names among its portfolio. 
Apart from statistical arguments in favour of accurate 
sampling rather than ‘‘ global ’’ numbers, the mere dupli- 
cation and triplication of facilities on this scale prevented 
the emphasis on exclusive features, on which the manage- 
ments at this time became increasingly reliant. A good 
illustration of the latter, however, arrived almost contem- 
poraneously in Keystone and Keystone Second Certificates, 
the former with 53 and the latter with 50 securities in the 
panel. In each case two features were included which had 
no intrinsic relation with the investment quality of the sub- 
units, but might, without unfairness, be brought into the 
category of “‘ selling points.’’ The first was the offer of 
participation in management profits, ‘‘ after charging all the 
expenses of the managers in operating the trust, including 
income tax, and after making due provision for the proper 
maintenance of the trust.’’ The loading charge of 8 per 
cent. over the ten-year life of each issue, however, appeared 
higher than the majority of non-specialised trusts, on an 
annual basis. The value of the right depended not only 
on this factor, but also on the running expenses. It is fair, 
however, to add that certificate holders were thus offered 
some part of the incidental perquisites which contribute to 
management profits, such as the rounding of quotations to 
a nearest multiple, etc. A second feature of these formations 
was the offer of instalment-purchase facilities, a develop- 
ment not without its disadvantages if any small investor 
were tempted thereby to indulge in a greater ‘‘ open posi- 
tion ’’ than his means would naturally warrant—though, 
intrinsically, a purchase of an interest in Stock Exchange 
securities by instalments may be deemed to differ in degree 
rather than in kind from the instalment purchase of a house 
or a vacuum cleaner. 

Towards the end of the year the first development of 
intrinsic investment importance was marked by the forma- 
tion of the Limited Investment Fund, under the manage- 
ment of Municipal and General Securities Company. The 
““ managed unit ’’ trust was not unknown before this forma- 
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Foreign Government Bond Trust eighteen months 

with its flexible investment powers over a panel of available 
bonds totalling 116 issues. The Trust of 

had adopted the same principle in the middle of 1934, and 
had followed it, a year later, with the issue of Trust of 
and Insurance Shares. The Limited Investment Fund, how. 


ever, was the first formation in which an industrial Panel 


tion, for the same management had been responsible for the 
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of permitted companies had been adopted, the 

being free to operate—with certain obvious restricti 

any of their fully-paid debenture or share issues, The 
formation of the Trust of Bank Shares at the end of last 
year, and of First Recovery Trust in February this year 
brought the total number of managed trusts of the unit type 
up to six. 


Ingenuity under the framework of the conventional fixed 
trust, however, produced two further mutations during the 
last quarter of the year under review, both under 
chester managements. The first, First Protected, included 
provisions for a sinking fund by the addition of 2s. to the 
sub-unit price, to mature under a capital redemption poli 
effected with London Assurance into 3s. at the end of the 
trust period of 20 years. The manner of presenting this 
feature incurred some comment in the financial press, it 
being pointed out that that sinking fund per se might be 
described as protecting the investment to the extent of 1s, 
per sub-unit, rather than 3s., of which 2s. represented a 
return of capital. The second, recently announced by the 
Provincial group, is Reserves Certificates, whose appeal was 
based on “‘ abundant reserves ’’ of the companies included 
in the portfolio. Here again the manner of presentation of 
information was considered unhelpful in some respects, and 
the investments indicated that large reserves might also 
coincide with a less generalised portfolio, although the 
actual portfolio naturally was not without its due share of 
market leaders. 


The year’s experience, as a whole, has revealed sur- 
prisingly little new development from the purely investment 
point of view. The general characteristics of the portfolios 
of those trusts which had made a display of certain 
features have differed in detail rather than in principle from 
those of their many forerunners. A yield figure of something 
like 5 per cent. has continued to be the objective of the 
majority of the new trusts, although under contemporary 
conditions that return, as one booklet frankly granted, 
‘* seemed almost impossible.’’ Its implications are discus 
in a succeeding section dealing with the yield question. 
Nevertheless, despite the competitive drive towards new 
‘* selling points,’’ leaving investment problems as a some- 
what secondary consideration, the formation of further 
‘‘ open-end ’’ trusts suggested that lessons were being 
learned and progress made. The development, at least, 
confirmed the relevance of the suggestion which we offered 
at the conclusion of our first fixed trust supplement, eleven 
months ago, that the fixed trust might well develop the 
positive arts of management, while preserving the advan- 
tages of the ‘‘ unit ’’ investment idea. 





TOTAL FIXED 


ELEVEN months ago the Economist published the first 
authoritative figure of fixed trust sales. The managers of 
most of the groups, on that occasion, were good enough to 
supply us with returns in confidence, which provided the 
basis for our computation. During the intervening months 
two significant developments have occurred. In the first 
place, the Stock Exchange draft regulations propose that 
the trust managers who apply for recognition shall, inter 
alia, ‘‘ furnish the Share and Loan Department on each 
Stock Exchange Account Day with the total number of 
units and sub-units outstanding and the underlying securities 
held against them . . .”’ [Regulation 7 (k)]. Further 
reference to the latter part of this undertaking is made in 


TRUST SALES 


the later section dealing with Duplication of anar 
page 38. The proposed regulation would provide 
basis for the first regular computation of fixed trust sales ‘» 
their holdings; but it would, of course, not be available 
the public. hes the 
The second development is the publication by 
‘‘ National’ group of its total sales and the number 0 
certificate holders on the registers. The latest rt 
ment of this group indicates that some 55,000 holders 
purchased sub-units valued at over £16 millions. It my 
be assumed that this group leads the movement In | 
sales, if for no other reason than the absence Fon 
figures from rival managements. With this sole exception, 
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relating to individual groups are still shrouded 
the he utmost secrecy, and there are few, even within 
the movement itself, who would feel themselves competent 
to estimate the volume of individual management's sales. 
We have again approached the various groups in order 
to bring our computation of total sales up to date. The 
willing response has suggested that the figure is of interest 
not only to investors, the Stock Exchange and other 
authorities, but also to the leading groups in the movement. 
Only in the case of a single group (not itself one of the 
largest) have we been compelled to fall back on estimation, 
on the basis of information which we have reason to believe 
reliable. Our total figure may be taken as correct to 
within £500,000. The group figures have been supplied in 
the strictest confidence, in order to ascertain the total sales 
of the movement, and no request for details regarding the 
sales of any particular trust or group of trusts can be 
entertained. 


On December 31, 1935, the total ‘’ net sales ”’ of the 
53 fixed trusts then organised and managed in this 
country amounted to approximately {45,800,000. 
This total compares with total ‘net sales’’ of 
{20,750,000 a year earlier. 


The striking growth of the movement, on which we com- 
mented last year, has outdistanced all estimates which were 
current at that time. At the present moment, allowing for 
further sales during the last two months, it is conceivable 
that the total has reached nearly {50 millions. 

The size of the movement, therefore, now gives it due 
rank among other institutions providing facilities for the 
small investor. Its extent, however, does not begin to rival 
that of the National Savings movement, with its outstanding 
certificates of £391 millions, the Post Office and Trustee 
Savings Banks, with their balances of £390 millions and 
£234 millions respectively, and the building societies, whose 
indebtedness to depositors and shareholders can be put 
approximately at £526 millions. The fixed trust total repre- 
sents only 3 per cent. of the total of these four representa- 
tive institutions, which have long provided a repository for 
the small investor’s savings. To put an alternative com- 
parison, the total sales of the fixed trust movement, in its 
sixth year, are equivalent only to the net growth of Post 
Office and Trustee Savings Bank balances during 1935 from 
{573 millions to £624 millions, although due allowance must 
be allowed for interest accruals in the latter figures. 

The progressive trend of popular savings institutions in 
recent years defeats any facile judgment as to ‘‘ where the 
fixed trusts get their money.’”’ The restrictions on new 
investment in building society shares and deposits may have 
been a contributory factor to the movement’s advance. The 
available figures, however, suggest that these restrictions 
have merely checked the rate of building society expansion, for 
there was no sign of positive setback, even before the recent 
introduction of more liberal investment facilities afforded by 
many societies. Possibly the ‘‘ bucket shops ’’ have suffered 
to some extent, although there is unfortunately a consider- 
able volume of evidence that they had a good year in 1935. 

e broad conclusion, it would appear, is that the fixed 
trusts have been competitive only in part with established 
savings institutions, and have succeeded, on the other hand, 
in attracting a considerable volume of funds which would, 
in all probability, have sought an outlet in Stock Exchange 
investment. 

If this interpretation is correct, the fixed trusts have per- 
formed a useful function as a clearing house for savings 
Which, in past experience, have not always enjoyed the 
advantage of competent investment direction. History may 
decide that among the benefits which may be credited :o 
the fixed trust movement the most noteworthy is its offer of 
facilities to small investors who too often succumbed 
to Speculative share offers and to the sharepusher’s 

ar. 

For an analysis of the nature, composition, control and 
auspices of every individual trust now existent we refer 
our readers to the comprehensive tables which appear on 
Pages 26 to 29. A few generalisations, based on this table, 
may serve to give a broad idea of the broad lines of the 
movement’s recent development. 


Reference to the main table reveals that of the 56 fixed 
trusts which are extant, 39 have a “ ” and 17a 
“* specialised ’’ portfolio—if the six ‘‘ Group Units ’’ fixed 
trusts are included in the ‘‘ specialised ’’ category. To 
take another line of division, some 50 trusts have a 
“‘ rigid ’’ portfolio, in the sense that their underlying 
securities have been set out at the date of their formation, 
and may be changed only by elimination or by substitution 
from a very short panel of alternative stocks (e.g. ten 
secondary securities). Some 6 are “ flexible ’’ trusts, 
whose managers may pick and choose, sell and swap, 
within a wr wn list, ranging between 31 and 157 com- 
panies. Further examination shows that the 56 trusts are 
‘““ managed ’’ by 18 concerns, most of which are private 
companies specially formed for the purpose. The identity, 
capitalisation, etc., of these management companies are 
discussed in a separate chapter (see page 10). The 
trustees (see page 22) number only nine. They include 
6 banks and affiliated trustee companies—Midland Bank 
Executor and Trustee (trustees for 29 trusts), Lloyds (10), 
National Provincial (3), and Williams Deacon’s (2). 
Of the Big Five Banks, Westminster and Barclays do not 
figure in the list. Among insurance companies, the list 
of trustees includes Royal Exchange (6 trusts) and General 
Accident (2). Three other trustees act for four trusts. 


The table also affords an insight into the make-up of 
typical fixed trust units. Apart from 6 trusts which may 
vary the number of their underlying securities up to a 
prescribed maximum, the total underlying stocks in 
different units vary between 10 and 150. The most popular 
holding is in the neighbourhood of 25 to 30 stocks. The total 
Stock Exchange value of the underlying securities in indi- 
vidual units at the prices of December 31st last varied 
from £3,624 to £14,867, but the majority of units were com- 
prised between upper and lower limits of £6,000 and £4,000 
respectively. 


TREND OF QUOTATIONS FOR SUB-UNITS 


As the great bulk of fixed trust investments are in 
ordinary shares, it is easy to appreciate the reason why 
the trend of unit values has been upwards during the 
entire history of the movement. The table on the next page 
shows the sub-unit quotations (based on Stock Exchange 
valuation of underlying securities plus loading charge as 
explained on page 20) at various dates. 


The quotations, in every case, are ‘‘ made’’ by the 
managers of each trust, who base their calculations on 
buying prices in the Stock Exchange lists, add the appro- 
priate costs and charges, and round off the resulting figure 
to the nearest 14d. or 3d. The managers’ price, it will 
be noted, is usually a double one. It names a figure at 
which they are prepared to sell sub-units, and another 
figure, usually from gd. to 1s. below, at which they are 
prepared to buy them back. The margin, as shown in the 
above table, is usually less than the loading charges 
described on page 20. 


For this reason, investors should differentiate between 
an ‘‘ expanding ’’ trust and a “‘ closed ’’’ trust. In the 
first place, the presumption is that buying orders exceed 
selling orders, and that the latter can be “‘ married ’’ to 
the former at margin which covers merely clerical and other 
expenses, but does mot include the loading charge, which 
is paid by the buyer in the dual transaction. When a 
trust, however, has reached the maximum number of units 
fixed as its objective, it has no longer any direct incentive 
to advertise. As time passes, also, its portfolio will tend in- 
creasingly to ‘‘ date.’ The probability is, therefore, that, 
over a moderate period of time, selling orders will exceed 
new buying orders, and the trust will gradually ‘‘ un- 
wind.’’ Unless the managers widen their quotations (as 
they have not done hitherto) its quotation will need gradu- 
ally to be ‘‘ stepped-down ”’ to a “‘ seller’s level,’’ without 
loading charge. 


Two consequences of this state of affairs will call for 
more detailed treatment hereafter. The first is the ability 
of a buyer in a “‘ full’’ trust to obtain his sub-units by 
paying, in effect, a moderate clerical charge without any 
loading charge. The second is the direct incentive which 
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(uw) 5-49d. bonuses. 
(hk 


) Including 1-58d. rights. 
(gg) Including 1-2d. ri 
(vv) Three months. 


rights. 


, 1936, 


(v) 2-62d. bonuses. 

(4) 10-74 February, 1936, inc. 0-26d. rights. 
(rr) 7-Old. February, 1936. 
4-88005 February, 1936. 


, inc. 0-76d. cap. repay’t. 
(w) 0- 50d 


(J) Includes rights; 5-0d. paid March, 1936. 
(p) 4-26d., February (g) 4-02d., March, 1936. 


. Tights. 


(m) Includes 0-09d. Daily Mirror dist. from profit. 


ord. shares allotted re pref. div. arrears. { Low, 18/--19/-, October, 1935. 


_ (r) 3-90d., January, 1936. 
(x) 4-80d., including 1-31d. capital repayment, March, 1936. 
(mm) 7-42d. February, 1936. 
(ss) Including 1-4524d. rights. 
(ww) 3-18339d. January, 1936. 


(00) 5-86d. February, 1936. 
(#) Including 1-7842d, rights. 
(zx) 5-4d. payable April, 1936. 


* xd. 


(n) Includes rights. 
(s) 3-29d., January, 1936. 


(wu) 1-6538d. to be paid F 
§ Inc, 4-47d. from sale of 


Pence per sub-unit, tax 

refer to end-month unless stated . free. 

(all dates ) necessary 1 2nd decid usted Where 
Group and Name of Trust At | 1934 Mo. 

Introduction; op Price and Date Dec., 1934 | June, 1935 | Dec., 1935 | Feb. 22, 1936 ae tec 
(see ref. for Ist Dis, | 2nd Dis. | Ist Dis, 
Low Price) ; 2nd Dis, 
pcaleenisae 
} G — 

a aco 90/3-31/-a | 49/~S0/- Feb, 1996 | 39/9-40/9 | 44/—45/- | 45/3-46/9 | 49/—So/- | 6-2 | gor | 79 | go 
7S ™ Sees 22/3-23/3b | 31/—31/9 Feb., 1936 | 27/6-28/3 28/6-29/3 29/3-30/— 30/6-31/3* 3-8 7-0j 48k 6-6 
eS * Spe: 20/9-21/6L | 25/—25/9 June, 1935 | 23/—-23/9 25/—-25/9 24/—24/9 24/9 bid Sie 5-8n 5a 
SII sitncursicconsgiones 20/3-21/-L | 23/6-24/3 Jan., 1936 | 21/6-22/3 22/3-23/- 22/6-23,3 23/6-24/3 5-6 4-Bo oa 
Foreign Bond .............+: 20/-3 21/—-21/9 -» 1934} 21/--22/9 19/9-20/9 19/3-20/3 20/—-21/—- 5-00 6-00 $-Obse 
Limited Invest. Fund...... 19/3-20/— L} 21/3-22/- Feb., 1936 on one 19/6-20/3 21/3-22/- ok as £ 

National :— i / 

OY el RI Re 22/6-23/6 L| 40/3-41/3 Feb., 1936 | 36/6-37/6 38/--39/- 38/—-39/- 40/3-41/3 6°44 9:97 12-49 oa 
National B...............:000++ 18/9-19/9 L| 23/9-24/9 = Feb., 1936 | 21/6-22/6 | 22/9-23/9 | 23/--24/— 23 9-249 4-01 7°64 4°57 9. 

_ | ER 18/—-19/-L} 20/3-21/3 Jan., 1935 | 19/6-20/6 | 20/—-21/- 19/9-20/9 20/—21/-* wi 3-58 3-82 osu, 
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Amalgamated ................ 19/6-20/6 L| 23/9-24/9 jan 1936 | 22/—-23/- 22/9-23/9 23/--24/- 23/6-24/6 oat 5-36 4:60 4 
Commercial ..............000e 19/3-20/3 L| 24/3-25/3 ‘eb., 1936 | 22/—23/- 22/9-23/9 23/3-24/3 24/3-25/3 3-75 5-05 6-09 3-91 
III on is sions ecencenson 18/--18/6 L| 19/6-20/- _ Feb., 1936 | 19/6-20/-* | 19/3-19/9* | 19/6-20/-* 19/6-20/— ti 2-81 3-29 3-205 
GIN  dececssciscobcaaccces 18/9-19'9 L| 22/14-23/14 Jan., 1936 | 20/6-21/6 | 21/1§-22/1h | 21/3-22/3 22/—-23/- wv 6°41 8-66 
EE ENE 18/—19/- L| 20/7}-21/7$ Jan., 1936 io bas 19/7}-20/7} 20/6-21/6 Bs. ge: 
itish Empire :— 

ae eaitish Empire ASRS 18/0-19/0 L| 25/--26/- Jan., 1936 | 21/3-22/3 22/3-23/3 23/6-24/6 24/6-25/6 2-20 8-61 5-50 1-99 
British Empire B ............ 9/14-9/7hc | 11/4}-11/10) Jan., 1996 | 10/1}-10/7} | 10/7}-11/1h |10/10)-11/44 11/--11/6* ‘ae 2°43 2-67 a 
British Empire Cum. ...... 17/6-18/6d 19/6-20/6 Feb., 1936 ow vn 18/6-19/6 19/6-20/6 eh As ry 
British Empire Comp. ...... 19/6-20,/6 L 21/9-22/9 jJan., 1936 21/—-22/- 21/6-22/6* ‘ 

} j 

Dawnay Day :— | =A 
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Inv. Gold ........ 19/6-20/6f | 20/—21/- Nov., 1935 oS | 199-209 | 19/4}-20/44 19/1}-20/14 one 6-21 
Provident Inv. . 18/3g 19/3-20/3 Feb., 1936 rie 18/6-19'6 19/3-20/3 s je 
Security First .. 19/9-20/9h |20/10}-21/10} Jan., 1936 | 20/9-21/9 20/9-21/9 y 
100 Securities ............00+. 19/6-20/6 L| 21/44-22/4} Feb., 1936 | 20/7}-21,7) 21/4}-22/4) ve 

| 
Allied :— ; 
RN Be sce 17/9-18/9 L| 23/3-24/3 Feb., 1936 | 20/9-21/9 22/3-23/3 21/9-22/9 23/—24/- 7-36 6-92 5-66 
ye eee 15/9-16/9 L} 18/9-19/9 Jan., 1936 | 16/3-17/3 17/3-18/3* | 18/—19/- | —-:18/6-19/6 a 3-91 6-53 
British Ind. 3.......:.......... 19/—-20/- L| 20/6-21/6  Feb., 1936 x | 19/3-20/3 | 20/6-21/6 P bo. 
OS Te Re 19/9-20/9 L| 21/—22/- Jan., 1936 20/—-21/- | 21/--22/- ue 

Trust of Insurance :— 

Trust of Insurance ......... 18/9-19/9 L| 23/3-24/3* Jan. 1936 | 21/3-22/3 21/3-22/3 22/6-23/6 23/—-24/- 29146 | 4219600 
Bank and Insurance ...... 18/3-19/3 L| 20/9-21/9 Jan., 1936 as os 19/9-20/9 20/9-21/9 fa 
ee SS eee 18,—19/-L' 19/--20/- Feb., 1936 * 18/--19/- 19/--20/- a ad 

Provincial :— 

Ist Provincial““A” ...... 20/3aa 21/9-22/9 Jan., 1936 | 21/--22/- 21/6-22/6 21/3-22/3 21/6-22/6 4:17 4:20 4:31 
Ist Provincial ““B” ...... 19/- Li 19/9-20/9 Jan., 1936 | 18/1}-19/1} | 18/9-19/9 19/—20/- 19/6-20/6 - | 837 4:51 
Ist Provincial Reserves ... abe m soe as ace 17/6-18/6 i sai on 

Keystone :— 

Gold Products Ist ......... 196 L) 29/7} May, 1935 | 25/7}-26/74*|  27/74* 27/44* 26/6 bid 8-58 9-03 10°S4kk | 9-O5U 
Gold Products 2nd ......... 17/74 Lj} 21/6-22/6 May, 1935 | 18/7}-19/7$ | 20/—21/-* | 19/7}-20/73* 19/—-20/- wea 6-97 -49 6: 53m 
Gold Products 3rd ......... 15/-bb | 15/7}-16/7} May, 1935 Sit 14/9-15/9* | 14/7}-15/7}* 14/6-15/6 me i 5-300 
SLES: 18/6cc | 24/7}-25/10 Nov., 1935 | 20/9-22/-* | 23/4)-24/7}*| 23/7}-24/10}* | 23/9-25/- 7-23pp 7:5Saq 5-45er 
Breweries and Distilleries... 20/— — L, 27/4}-28/4 Jan., 1936 |23/10}-24/10}| 25/4}-26/4} | 26/7}-27/74 | 26/10}-27/10} pe 5-221 3-744 
Textiles ............ in EEN 20/-dd |19/10}-20/10} Jan., 1936 | 19/--20/- 19/6-20/6 19/6-20/6 19/9-20/9 4:3193 | 3-9502 
Iron, Coal and Steel ...... 20/- -L}23/10}-24/105 Jan., 1996 |20/10g-21/10}; 21/—22/— |21/10}-22/105 23/9-24/9 4:8614ss|  5°1566 
we We ie 20/-ee 24/—-25/- jan. 1936 | 15/7}-16/7} | 20/3-21/3 20/6-21/6 23/9-24/9 2-8968 | 5-456 
eee 20/-ff 19/4}-20/4 .» 1934 | 19/4}-20/44 | 18/9-19/9 18/3-19/3 18/104-19, 10} 41780 | 26343 
Stores and Products......... 20/- L/}22/104-23/10} Feb., 1936 | 21/9-22/9 20/6-21/6 21/3-22/3 22/104-23/10} 6+5335H} 44526 
INNER on cputscashaowisscces 18/7} L} 20/1}-21/1} Jan., 1936 me we 19/44-20/44 20/—-21/- eal ct 
Keystone 2nd ...........000. 17/3 L)16/10}-17/10} Jan., 1936 16/3-17/3 16/10}-17/104 “ 

British General :— 

British General “A” ...... 19/9gg |23/10}-24/10} Jan., 1936 | 19/7}-20/7} | 21/6-22/6 22/9-23/9 23/9-24/9 4°8 5-0 
British General “C” ...... 17/6-18/6 L| 19/14-20/1}  Jan., 1936 ve ae 18/6-19/6 19/--20/- in es 
me 973 L /—-9/ Feb., 1936 one 9/--9/6 oo 

Selective :— 

Selective “A” .............08 19/--20/-hh| 20/6-21/6 Jan., 1936 19/6-20/6 19/9-20/9 20/3-21/3 5:76 
Selective ~ B ” .....:.<.-0s000 19/—-20/-44 | 20/6-21/6 ¢ Jan., 1936 19/9-20/9 19/9-20/9 20/3-21/3 3:Siw 

Protected :— 

Seen 18/--19/- L| 21/9-22/9 Feb., 1936 21/3 21/9-22/9 ¥ “ 

2nd Protected ............008 19/—-20/-L| 19/3-20/3 Feb., 1936 | adi 19/3-20/3 i? 
Lowest quotations: L indicates lowest price at opening date; (a) 25/3-26/3, May, 1932; (b) 21/9-22/6, March, 1932; (c) 9/--9/6, February, 1934; (d) 17/3-18/3, on 

1935; (¢) 16/10}-17/10$, September, 1935; (f) 18/1}-19/1}xd, September, 1935; (g) 17/9-18/9, October, 1935; (h) 19/3-20/3, September, 1935. (aa) 19/9-20/9 March, July 

August, 1934; (bb) 14/6-15/6, January, 1935; (cc) 18/3-19/3 February, 1934; (dd) 18/—-19/- July, 1934; (ee) 15/74-16/7} December, 1934; ( 17/3-18/3 September, 1995; 

(ge), 18 aya ot 1934; (hk) 18/6-19/6 October 4, 1935; (is) 18/3-19/3 October 4, 1935. (i) Includes 1-07d. rights. (j) Includes rights and part bonus 

ncludes us. 


2.60d., February, 1996. 
py Including 1- 5d. rights. 
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is given to fixed trust managers to ‘‘ unwind ”’ as quickly 
as possible, once a trust is ‘‘ full,’’ since by that means 


Whey may obtain in a relatively short period their pro- 


portionate share in a loading charge originally designed to 
cover the trust’s expenses for its projected lifetime of, say, 
fifteen to twenty years. 

The broad conclusion suggested by this analysis of the 
history of the movement is that its results afford convincing 
evidence of enterprising salesmanship by those responsible 


for the movement’s growth, in a pe 
conditions were eminently favourable 


riod when underlying 
. Since no amount of 


advertising, however well directed, can persuade the public 
to continue to buy what it does not want, the movement’s 


sponsors may legitimately argue that their success has, 


prima facie, filled a general demand for the type of secunty 
they have marketed. The final verdict on the soundness of 
otherwise of the fixed trust conception, and of the direction 
which its development has taken, depends upon broader 


considerations than contemporary popularity. 


Some of 


these will be revealed by time alone. Others may be thrown 
into relief by a careful examination of the characteristics 


existing trusts. 


We propose, therefore, in succeed 
sections of this review, os iting the auspices of various 
management and trustee groups, to analyse the po 

of separate trusts, to consider the attitude of respons 
investment authorities towards the movement and, ‘ 
to endeavour to assess the permanent value of its cont” 
tion to the science of investment. 
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From the outset, an active sales policy has been a dominat- 
ing trait in the fixed trust movement. This may be said in 
no derogatory sense. Fixed trust promoters and managers 
are neither philanthropists nor condutcors of laboratory 
experiments in the science of investment. They are busi- 
ness men carrying on a lawful commercial activity for a 
financial profit. Genealogically, the fixed trust and the 
humble bond salesman are directly related. Both are 
presumed to have confidence in the goods they sell. Both, 
in the long run, depend for the continuance of successful 
business on the fact that their merchandise satisfies a real 
public need and is of sound quality. Both, however; in 
the short run, will succeed in proportion to the effective- 
ness of their sales policy in overcoming ‘‘ consumers’ 
resistance.”’ 

This necessity has decisively influenced fixed trust 
development in Great Britain from the outset. The two 
major ‘‘ selling points *’ of the fixed trust were economic- 
ally sound, and readily defensible. The first was the 
advantage of ‘‘ risk spreading ’’; the second was the desir- 
ability of knowing exactly what one was buying and hav- 
ing the ‘‘ goods ’’ safe and sound in a strong room. Both 
these principles were of maximum relevance to the small 
investor, to whom the fixed trust made its strongest appeal. 

The intrusion of the ‘‘ salesmanship ’’ motive, however, 
gave these sound basic principles a practical twist which 
was open to wider criticism on general grounds. The 
promoters of the earliest fixed trusts limited their selection 
of securities to a relatively small number of stocks—say 
15 to 30. They believed that a longer list, whatever its 
investment merits, would tend merely to confuse a poten- 
tial sub-unit buyer, who was presumed to be unversed in 
Stock Exchange mysteries. The choice of the actual 
securities was not solely dictated by reference to the 
reasonableness of their current price, or even to their pros- 
pects of future appreciation. It was governed largely by 
two intrinsically different considerations. The first was 
the contemporary popularity of a given stock, and the 
second was the existence of an active market in it on the 
Stock Exchange. In practice, this resulted in a choice 
—mainly or wholly—of ordinary shares in large concerns, 
whose capital and dividend figures were calculated to make 
an impressive appeal when set out, side by side, in a 
publicity booklet. The market for such shares was not 
likely to ‘‘ dry up,’’ and thus involve the managers in 
dificulty in completing sufficient units to satisfy the 
expected public demand. 

In general, the ‘‘ market popularity ’’ criterion had the 
beneficial effect of restricting the movement's attention to 
sound, well-established and substantial concerns, with an 
enviable dividend record. On the other hand, it involved 
purchasing in a market where prices were already high, 
in relation to those of other meritorious stocks which were 
less in the public eye. It also led speedily to ‘‘ duplica- 
tion” of favourite securities in the portfolios of several 
trusts, for at any given moment the number of front-rank 

market leaders ’’ was necessarily limited. The first of 
these considerations led the fixed trust movement directly 
to the questionable practice of ‘‘ gingering-up ’’ portfolios 
y the inclusion of stocks of a speculative or semi-specula- 
tive character, ‘‘ short-lived ’’ gold mines, etc., chosen in 
view of their high contemporary dividend yield. The 
‘cond laid the movement open to the charge that exten- 
‘ve unit sales by trusts, each of which held a particularly 
favoured stock in its portfolio, might denude the market 
of its floating supplies, and produce other undesirable 
Consequences. 

The extent which ‘‘ duplication ”’ of favourite securities 
might reach was first suggested in our “‘ Fixed Trust 
Supplement ”” of April 6th last. The present position is 

out on page 4o of this issue, where it will be seen that 
there are ror market stocks which are held by five or more 
xed trusts, and 41 instances where fixed trust holdings 
Would amount to 10 per cent. or more of a stock, if all 
units were sold up to their defined or assumed limits of 
sue. Actual sales, of course, are still in many cases below 
the potential maximum level, so that the true extent of 


THE ECONOMICS OF “SALESMANSHIP” 


actual duplication, at the moment, cannot be measured. 
The matter is obviously important for the Stock Exchange 
authorities, whose s ed draft regulations, requiring 
the disclosure of unit sales figures and underlying securities 
held, clearly have this point in mind. A final judgment 
on its implications, however, is impossible a (a) 
publication of sales figures which are not subject to the 
restrictions imposed on us in connection with the present 
Survey; and é) experience of fixed trust operations in a 
falling as well as in a rising market. 

There is, unfortunately, no uncertainty whatever over 
the effects of the tendency to make a selling point of high 
yields on fixed trust certificates. Some fixed trust managers 
have creditably resisted the temptation, but it can scarcely 
be claimed that this conservatism has been general. Every 
investor, of course, who operates on at all a large scale, 
includes stocks of varying degrees of security, giving pro- 
portionately varying yields, in his portfolio. A leaven- 
ing of high-interest stocks is held quite frequently, and 
not illegitimately, for the deliberate purpose of raising the 
average income. But it is commonly agreed that the specu- 
lative character of such stocks limits their suitability to only 
a very small part of the total portfolio—to so small a part, 
in fact, that their partial or total loss (as a result, for 
example, of default on a foreign bond) would have a practi- 
cally negligible effect on the position of the portfolio as a 
whole. 

A certain uneasiness has lately found expression, in the 
City of London and elsewhere, over the rapid increase in 
the number of new fixed trust promotions. This feeling has 
undoubtedly been a factor in the Board of Trade’s decision 
to appoint a Committee to inquire into the position of 
the whole fixed trust movement. An ingredient in this 
attitude, in fairly well-informed quarters, has been anxiety 
lest the effort of some trusts, in a competitive environment, 
to ‘‘ sell certificates on their yield ’’ should lead to the in- 
clusion of too large a proportion of doubtful stocks in some 
portfolios. If the charge were true, indeed, its undesirable 
consequences would be very far-reaching. Quite early in 
the movement’s history, the attention of investors was 
drawn to the necessity for distinguishing between “‘ dis- 
tributive ’’ trusts whose ‘‘ dividends ’’ included cash from 
share bonus declarations by the underlying companies, 
i.e. a partial return of capital and ‘‘ cumulative ’’ trusts 
which retained such bonuses in their portfolios. More 
recently, it has been pointed out that, in the conditions of 
a rising market under which fixed trusts have operated 
ever since their inception, the choice of high-yielding 
securities is likely to put an effective brake on prospects of 
future capital appreciation. 

At a time when industrial recovery is proceeding, the 
market invariably tends to discount forthcoming increases 
of dividend by individual companies, or groups of com- 
panies, in advance of their actual declaration. This means, 
in practice, that shares which have the best prospects will 
tend to give a low income yield when they are purchased, 
since their price will take into account not merely present 
dividends, but expected payments on a higher future scale. 
A high current yield in a rising market is, therefore, an 
indication either that dealings in a particular share are 
narrow and inactive (making the share unsuitable for in- 
clusion in a fixed trust portfolio) or that it is expected 
that forthcoming dividends will be merely maintained, or 
even reduced. 

It follows, therefore, that a fixed trust whose holdings 
include a substantial proportion of stocks, deliberately 
chosen for their high yield, will not only be of questionable 
quality, but will have less than average prospects of in- 
creased future income and capital appreciation. But, to 
the small investor, for whom fixed trust certificates are 
primarily designed, sound investment status is a matter 
hard to explain and harder still to be grasped. Average 
yield, however, can be expressed in a single figure. In the 
conditions of keen competition under which the fixed trusts 
operate, there may be serious danger that ‘‘ salesmanship ’’ 
may be driven, willy nilly, to pander to the uninformed but 
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widely prevalent view, that a hotchpotch of securities giving 
an average yield of 5} per cent. is better than a carefully 
selected and balanced portfolio which may afford a current 
average income of no more than 4 per cent. 

For detailed information as to the “‘ sales methods ”’ 
employed by individual trusts, from the movement's incep- 
tion up to a year ago, we would refer readers to our pre- 


March 7, 1996 | 
hb all 


vious Supplement. During the past twelve 
petition has become even more keen, and omits, com. 


has, in consequence, developed considerable j ae 
finding new variations on its main principle. The m 
review of some of the most striking developments 
past year is therefore the more relevant to a study 
movement. of the 





MANAGEMENT COMPANY OWNERSHIP 


ALTHOUGH the fixed trust movement has developed in re- 
markable fashion during the past twelve months, the 
number of new management companies shows only a com- 
paratively small increase. In our previous Supplement 
particulars were given relating to thirteen management com- 
panies, in control of thirty-four fixed and flexible trusts. 
Since that time the number of trusts of both types has in- 


creased to fifty-six, but this development has involved ~ 


the formation of only five new management companies. 
There are even fewer new management groups, for of the 
new companies only two represent interests which have 
entered the fixed trust movement de novo since last spring. 
The table on page 12 presents the latest available informa- 
tion regarding the size, control and personnel of the 
management companies, compiled from official and other 
sources. 

The eighteen companies in charge of fixed trust manage- 
ment have a total paid-up capital of £295,205. This total 
excludes the issued capital of the two holding companies 
listed, which amounts to £443,520. Under the grouping 
adopted in the table it will be seen that the ‘‘ Keystone ”’ 
group (which includes five separate management com- 
panies) controls twelve fixed trusts, of which six form the 
‘* Group Units ’’ portfolios. The ‘‘ National ’’ group (com- 
prising three manegement companies) follows with ten fixed 
trusts. The ‘‘ Dawnay Day ”’ issues number seven, and 
are managed by two companies. Municipal and General 
Securities have not adopted the separate management com- 
pany formation, for their four fixed and two “ flexible ’’ 
trusts, as in the case of the British Empire and British In- 
dustries groups—each containing four trusts—are operated 
under common management in each instance. Among the 
remaining managements, Provincial, British General and 
Selective are all single-company groups. Ihe most recent 
entrant to the movement, Protected Fixed Trusts, manages 
two trusts. 

All the newcomers to the movement in the last year follow 
the generally established practice in their capitalisations, 
which vary from {£10,000 to £25,000. The initial suitability 
of this structure for management purposes appears to follow 
from its frequent adoption. The typical management com- 
pany still maintains a paid-up capital of under £30,000. 
There are two important exceptions. The ‘‘ National ’’ 
group of management companies has been acquired by a 
new holding company, United Fixed Trusts, which has an 
issued capital of £178,500. The capital of Investors 
Specialised Fixed Trusts has also been increased to £40,000. 
Only three concerns—Municipal and General, Allied In- 
vestors and Protected Fixed Trusts—have a paid-up capital 
between {£24,000 and {27,500, but as many as five—in- 
cluding the three “‘ National,’’ one ‘‘ Dawnay Day,’’ First 
Provincial and Fixed Trust Investments companies—have 
capitals of £20,000 to £22,000. Selective Fixed Invest- 
ments is a new £15,000 company, and the two new {£10,000 
“* Keystone *’ concerns join British General and Trust of 
Insurance Shares in that group. There are three ‘‘ Key- 
stone *’ companies, as there were a year ago, with a token 
capital of {100 only. 

During the past year one significant change has occurred. 


Allied Investors’ Fixed Trusts and Trust of Insurance 
Shares, Limited, which formerly had certain common 
directors and operated from the same address, are now dis. 
tinct groups with no inter-relationships. The board of the 
latter concern now includes as managing director Mr 
Faber, who was formerly associated with the Municipal and 
General Securities group of trusts. 

Certain indirect interests arise in the case of Fixed Invest. 
ment Trust Investments, Ltd., whose principal shareholder 
is Trucidator Nominees, a private company with a paid-up 
capital of ¢28, whose shareholders are all solicitors, giving 
the address of a well-known City legal firm. All the manage- 
ment companies in the ‘‘ Keystone ’’ group are now vir- 
tually 100 per cent. owned by British Industrial Corporation, 
which ranks as the only public company associated with the 
management of the movement. This concern was formerly 
directed, inter alia, by two members of the London Stock 
Exchange, who have since resigned, the board having been 
brought into line with those of other management com- 
panies in the Keystone-Rand-Group Units group at 
24 Throgmorton Street. The capital of this concern appears 
to be distributed among a certain number of trust, assurance 
and nominee companies. Allied Investors’ Fixed Trusts and 
National Fixed Investment Trust appear to be fairly widely 
owned. The ‘‘ Municipal and General ’’ and ‘‘ Dawnay 
Day ’’ group of trusts fall under the indirect control of 
clearly definable interests, established for many years in 
other branches of finance. 

The problem of management, which arises from the recent 
development of managed trusts of the unit type (such as 
the three trusts in the Trust of Insurance Shares group, the 
Foreign Bond Trust, the Limited Investment Fund and the 
First Recovery Trust) has not been reflected in correspond- 
ing changes of management personnel. Municipal and Gen- 
eral Securities, which was responsible for the introduction 
of the first fixed trust in this country, is still directed by 
nominees of White Drummond and Company, the controlling 
company. Trust of Insurance Shares, Ltd., whose changed 
associations have already been mentioned, has 4 
‘‘ specialist ’’ directorate, recruited from the boards of 
certain leading insurance offices, although its interests have 
been extended to include bank shares. First Recovery 
Trust, similarly, is managed by an existing concern, Bn 
General Fixed Trusts. : 

Since the Stock Exchange sub-committee internm report 
makes special reference to the position of members of 
Stock Exchange and participation in the management 0 
fixed trusts, or the profits derived therefrom, it 1s possible 
that certain changes of interest would be necessitated if the 
sub-committee’s recommendations were put into practice. 
The names of brokers are not frequently met with on o 
management company boards, although the board of F 
Provincial has one member who is apparently a broker 
on a Provincial Stock Exchange. On the face of the matter 
direct interest in the fixed trust movement on the sowie 
Stock Exchange firms does not appear to be large. It sho 
be remembered, however, that the existence of no : 
holdings and directorates may conceal, in some Cases; 
beneficial interest of this sort. 
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TWO FIXED TRUSTS OF HIGH STANDING 


British General Series ‘A’ was introduced in 
June 1934. The investments consist of the 
shares of 23 leading companies which have 
special interests in the chief commodities of 
the world. The current price (17th February, 
1936) shows an appreciation of 30% over 
the original issue price. The yield at 24/9 
is estimated at not less than £4 6 1% per 


British General Series ‘C’ was introduced in 
October, 1935. The investments consist of the 
shares of leading companies of a specifically 
industrial complexion. The current price 
(17th February 1936) shows an apprecia- 
tion of 11% over the original issue price. 
The yield at 20/- is estimated at not less 
than £4 18 1% per annum, exclusive of 
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| A Trust 
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on prospects 
of substantial 
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APPRECIATION 
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Trade Recovery 

















ADDRESS : KING’S HOUSE, KING STREET, LONDON, E.C.2. 


annum, exclusive of capital bonuses. 





BRITISH GENERAL FIXED TRUST LIMITED 


TRUSTEE: MARTINS BANK LIMITED. 





capital bonuses. 


British General 


FIXED TRUST 


Certificates 


THE GENERAL ACCIDENT FIRE & LIFE ASSURANCE CORPORATION LIMITED 
is Trustee to both the Trusts, and the Trust Deeds include the most approved 
provisions for reliable and efficient management of the Trusts. Both Trusts 
are cumulative, i.e., all scrip bonuses are added to the Trust Fund. 


* 


Managers : BRITISH GENERAL FIXED TRUST LIMITED, King’s House, 36-37 King Street, London, E.C.2 
Telephone : METROPOLITAN 6531 


My hy hy hr, My hr, hr, hl, Mr, hi, Ml, Le, Ml, Mn, Mn, Mn, Me, Mr, dlr, 


| FIRST RECOVERY TRUST | 





The permitted investments of First Recovery Trust comprise 
the shares or stock of some 60 reliable Companies which 
stand to benefit by continued industrial recovery. Among 
them are :— 


Dorman Long & Co. Ltd. Leyland Motors Ltd. 
Richard Thomas & Co. Ltd. Southern Railway Co. 
Vickers Limited Debenhams Ltd. 


Low Temperature Carbonisation Ltd. Bradford Dyers’ Association Ltd. 
Manchester Collieries Ltd. British Celanese Ltd. 

English Electric Co. Ltd. Furness Withy & Co. Ltd. 

R. & W. Hawthorn, Leslie & Co.Ltd. Peninsular & Oriental Steam Navi- 


Imperial Smelting Corporation Ltd. 00 Co. 
International Nickel Company of  Flectric & Musical Industries Ltd. 


Canada Ltd. Hudson's Bay Company 
De Havilland Aircraft Co. Ltd. United Molasses Co. Ltd. 


The initial yield on the Trust’s holdings is estimated at 3% 
per annum. This may be expected to increase ; and the 
eventual capital appreciation should be still more important. 
The Trust is a Managed Trust of the Unit type, and the 
Managers have full power to select and vary the composition 
of the Trust within the permitted list of securities. 
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MANAGEMENT COMPANIES 






















































































Name of i (a) Date of Co.'s Total Gommey 
Sioned Names of Trusts @ ero Paid-up Names and Descriptions of Directors Principal Shareholders and 1 
Company . ‘ouse Return tal 
Municipal and Gen- First British (a) Nov. 12, 1906 £ a M. rus dir. Alfred Booth & Co., | H. W. Stacey | White Drummond & PAY sea 
ieee. Second British (as Mun. and (2) A. V. Drummond, dir. White, directors each hold £29; Ltd., £23,099. 
Ltd. Third British Gen. 24,000 Drummond & Co., Ltd. (3) R. N. 
Fourth British Syndicate) Pre- Whitcomb, dir. White, Drummond & 
Foreign Govt. Bond sent name Co., Ltd 
Limited Investment ted June 6, 
Fund. 1910. 
(b) April 8, 1935 
United Fixed Trusts,| Controls National | (a) Mar. 7, 1935 | 178,500 | (1 ) Sir G. C, Hamilton, a, Jt P., M.P. (2) Sir | E. H. Marten- | Roy py Nominees, Lid, £26989) Ay 
Ltd. Fixed Invest. | (b) June 25, 1935 . ‘T. Grifiith-Boscawen, P.C., Tart Smith, A.C.A. and ‘mm AH 
Trust, Ltd. 3) G. C. Cassels. (4) P. Garratt, A joint, £24,968 10s, ; ey mm 
(5) T. M. Macquaker, solicitor. 6) Lt. 13,466; Lord Strathcona, aus 
Gol. F. J. Popham, DS.O. (7) F. A. L. rest held chiedty by directors in oem 
Wood. tl. 000. Shareholders wee 
" . Nat. F, 
National Fixed In- | National “ A" (a) Mar. 31,1932} 20,810 As United Fixed Trusts, Ltd. E. H. Marten- | Capital acquired by United eo Truss, 
vestment Trust, | National “‘B” (b) June 4, 1935 Smith, A.C.A, Ltd., by exchange of shares, 
Ltd. National “‘C” 
National “*D” 
Soottish 
Century 
Commercial Fixed | Commercial (a) Nov. 20, 1933} 21,795 As United Fixed Trusts, Ltd. E. H. Marten-) Do., Formerly held b National 
Trust, Ltd. Universal (b) Mar. 26, 1935 Smith, A.C.A, Investment Trust. . Fined 
Gilt Edged x tae oe 
ted Fixed | Amalgamated (a) Mar. 15,1934} 20,700 As United Fixed Trusts, Ltd. E. H. Marten- Do. 
Trust, Ltd. (b) Mar. 26, 1935 Smith, A.C.A. 
Fixed Trust Invest- | British Empire“ A” | (a) Nov. 8, 1933 | 20,000 | (1) Sir E.S. London. (2) E. S, Spicer, dir. |D. W. Howarth,| Trucidator Nominees, L £19.77, 
ments, Ltd. British Empire “‘ B” | (6) Mar. 4, 1935 Eno Proprictaries, Ltd. (3) A.L. Aymer, | F.C.LS Directors each hold £50, * 
British Empire Com- man.dir. (4) O. Walker, accountant. 
prehensive. 
British Empire Cu- 
mulative. 
Investors Special- | Investors General (a) Feb. 16,1934} 40,000 | (1) Maj.-Gen. G. P, Dawnay, C.B., C.M.G., |P. N. L. Nichol-| Dawnay Day & Co., Ltd., £39,998, 
ised Fixed Trusts, Investors Gas and | (b) Aug. 22, 1935 D.S.O, (chair.). Jt. man. dir., ’ Dawnay son. 
Ltd. Electric. Day & Co., Ltd. (2) David Boyle, dir. 
| Investors Gold Anchor Line (1935). (3) J. C. Day, dir. 
Investors Second Dawnay Day. (4) Col. Charles Ponsonby, 
General. T.D., ML. P., chair., Clutha River Gold D. 
Provident Investors (5) Denys Lowson (man, dir.). 
Security Trust Man- | Hundred Securities | (a) July 22,1935 | 20,000 | (1) Major-Gen. Guy P. Dawnay, joint man. | P. N. L. Nichol-| Dawnay Day & Co., Ltd., £10,998. 
agers, Ltd. Security First dir. of Dawnay Day & Co., Ltd. (2) Sir son. 
C. M. Headlam, Bt., dir. North-Eastern 
Electric Supply Co. (3) Julian C. Day, 
dir. Dawnay Day & Co., Ltd. (4) D.C. 
F, Lowson (man. dir.). 
Allied Investors | British Industries | (a) Mar. 22, 1934 27,500 (1) Eric G, Underwood, barrister, (2) Hartley |Bernard Hen- | Evelyn Trust, Ltd., £4,200; E.G. Uaie 
Fixed Trusts, Ltd.| (First Portfolio). (b) July 30, 1935 Withers, writer. (3) C. H. Vernon, dir, | mell, F.C.A. wood and H. Withers, £4,000; Metro 
Do. (Second Port- C. Vernon & Sons, Ltd. (4) E. Marzetti. (Sec.). politan Bonded Warehouses, 
| folio). (5) H. D. Woolger, F.C.A. (6) E. S S. C. Parker £5,500; C. H. Vernon and B. S. 
| Do. Crhira Port- Baring-Gould, dir. Reserves Securities (Man.). Gould, £4,600; H. D. Wosbee eal 
| folio). Trust, Ltd. and Opera Ouania, Ltd. Hennell, £2,050. 
| Do. (Fourth Port- 
| folio). 
Trust of Insurance | Trust of Insurance | (a) May 28, 1934 10,000 (1) Rt. Hon. C. A. McCurdy, P.C., K.C., dir. Rt. Hon. C. A. McCurdy, £2,750; Po 
Shares, Ltd. | _ Shares. (6) None avail- ym and Law Life Assurance Society. Batty, £1,300; Equi mn lesa 
| Trust of Bank Shares able. (2) J. H. Batty, dir. Atlas Assurance Co., ment Trust, Lid., £1,500; Evel ey 
| Trust of Bank and Ltd. (3) A. E. Messer, dir, Equity and Ltd., £1,000; A. E. 
Insurance Shares. Law Life Assurance Soc. (4) R. W. Faber, £650; R. W. wenariee, (a 
| Sharples, O.B.E., dir. Guardian Assur- Rest in smaller holdings. 
ance Co., Ltd. (5) George Faber (manag- 
| ing dir.). 
First Provincial | First Provincial “A” | (a) Feb. 22, 1934 20,000 (1) F. Platt, gent. (2) K. Needham. | W. A. Elder | K. Needham, £2,000; F. Platt, £129; 
Fixed Trust, Ltd. | First Provincial‘ B"’| (6) May 14, 1935 3) J. Hood, cotton spinner. (4) W. T. other dirs., £1,000 each; 
Do. ‘“‘ Reserves’’ ague, cotton spinner. (5) F. Bamford, £1,000; 22 holdings £500 and £250. 
stockbroker. 
British Industrial | Controls : (a) April 5, 1919 | 265,020 | (1) Sir H. Cassie Holden, Bart., dir. Midland | W. Perriman | Large shareholders include : West No- 
Corporation, Ltd. | Gold Producers F.T., (public com- Bank, Ltd. (2) F.G. Philpott, man. dir., minees, Ltd.; Prudential Assurance C0; 
Ltd. pany). Gold Producers F. T., Ltd. (3) H. Fitz- Second Consol. Trust, Ltd.; Londen 
Rand F.T., Ltd. (6) July 12, 1935 patrick, dir, Gold Producers F. T. Ltd. and S, American Investment Trust; 
British Keystone Se- (4) Ronald Hudson, A.S.A.A. Common Bishopsgate Nominees; 
curities Trust, Ltd. to all companies in group. Nominees, Ltd.; Dinam vestineat 
Second Keystone Co. ; Consol. Nominees, Ltd.; K. Butler 
Fixed Trusts, Ltd. and A. J. H. Nicholls, and directors. 
(See below) 
Gold _—_ Producers | Gold Producers De- | (a) Apr. 6, 1933 100 See above Do. British Industrial Corporation, Ltd., £97; 
Fixed Trust,Ltd.| posit Receipts, First) (b) Feb. 19, 1935 F. G. Philpott, £2; R. Hudson, £1. 
Deries 
Do., Second Series 
Do., Third Series 
mst Fixed Trust, | Rand Certificates (a) Feb. 2, 1934 100 See above Do. British Industrial Corporation, Ltd., £8. 
Group’ Units Invest- | Group Units (a) Mar. 7, 1934 100 See above Do. British Industrial Corporation, Ltd., {9% 
ment Trust, Ltd. (Six issues*) Ltd, 
British Keystone | Keystone Certs. (a) Sept. 21,1935] 10,000 See above Do. British Industrial Corporation, P4 
Securities Trust, £9,999. The single £1 “A” share co 
Ltd. held by Midland Bank Executor 
q Trustee Co., Ltd. (See below). Lid, 
Second Keystone | Keystone Second (a) Dec. 13, 1935 10,000 See above Do. British Industrial Corpora 
Fixed Trust, Ltd. £9,999; the single 41 “A - 
entitling holder pa di y in thal 
half the oy 4 te) 
capacit of Bnd ep 
stone ast, is 
Executor and Trustee = 
British General | British | General | (a) June 20,1934) 10,100 | (1) Hon.Sir H. N. Barwell, K.C.M.G., dir. F. Egerton | Sir H. N. Barwell, £2,000; Sir G. © oe 
Fixed Trust, Ltd. (Series “ A"). (6) Jan. 13, 1936 Australian Forestry Bondholders,’ Ltd. frey, ‘£2 000; E. J. Strutt, £1,000; 
Do. (Series “ B ’’t) (2) Sir Geo. C. Godfrey, dir, Bengal Nag- in smaller ci anos 
Do. (Series * C "*) pur Rly. Co., Ltd. @) E. J. Strutt, dir. 
First Recovery Express Dairy Co., Ltd 
wt 
Selective Fixed In- | Selective “* A" (a) Apr. 9, 1935 | 15,000 | (1) Sir P. A. M. Nash, dir. Great Universal | W. F. Eva,C.A.| Portals, Ltd., £1,500; Sir P. Nash, {1.0} 
vestments, Ltd. | Selective B” (6) Jan. 14, 1936 Stores, Ltd. (2) Brig.-Gen. E. L. Spears, D. Plaistowe, ; W. R he 
M.P. (3) W. R. Smith, dir. Grecian £2,001; 1. W. Famrow, 10 a 
Marbles (Marmor), Ltd. (4) D. Plaistowe, arke, £999; W. A. J. Foster, 
dir. Clark’s ences Co., Ltd. (5) H. rest in 
Bell, F.C.A ee 
Protected Fixed | First Protected (a) July 31,1935 | 25,000 | (1) A. E. Pollard, chairman Abingdon Trust, |A.E. Kavanagh,| A. E. Kavanagh, £3, 500; A. E. Pollard, 
Trusts, Ltd. Second Ltd. (2) M. A. M, S eolicitor. Aca £1,000; Wm. Jas. Glover, Lid. £300: 
3) S. F , elec. engineer, chairman in moderate-sized 
‘erguson Pailin, Ltd., and of Gold and of about £500. 
Gen. Invest. Trust, Ltd. (4 J. J. D. 
Hourston, C.A. (5) A. E. ‘avanagh, 
C.A. (man. dir.) cence 














® Group Units Textile Certificates: Iron, Coal and Steel Certs. ; Brewery and Distillery Certs.; Oil Certs.; Home Rails Certs.; Stores and Products. tf Replaced by Series “ ¢ 3 
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=| AN OPPORTUNITY FOR INVESTMENT 


N investor p 
INDUSTRIES F 


his investment over 100 Companies, and receiving dividends at 
a Tins approximately six weeks each throughout the year. The Hundred 











IN LOO INDUSTRIAL COMPANIES 
= EIGHT DIVIDENDS A YEAR 


sub-units in the four Portfolios of the BRITISH 


D TRUSTS is offered the unique advantage of spreadi 
intervals 
mpanies whose 


shares are included in the Four Portfolios have been chosen by experts after careful 


| 











consideration of their past record, their present financial position, and the possi- 


£19.7% bilities of future developments and earning capacity: they are recognised leaders 
in their respecti ive fields. All the securities are freely marketable on the Stock Ex- 
changes. Since the First Portfolio was introduced in March 1934 the market 
"a price of the securities included therein has risen by 26 per cent. 
C. The yields, based on the actual distribution of the last completed 
y, :. year of each Company represented in the Portfolios, are as follows : 
_ ARTIFICIAL SILK. Price per sm per cent, 
_ BANKS, INSURANCE lst PORTFOLIO 23/9x.d.£€4 6 10. incldg, recurring share conus 
" AND FINANCE, 2ad PORTFOLIO 19/6 £4 14.0 » 2» = 
BUILDING. 3rd PORTFOLIO 21/3 €4 11 1 Alllcash dividends 
_ CEMENT. 4th PORTFOLIO 22/3 £€4 119 » » - 
ale yn AGGREGATE YIELD EQUALS APPROXIMATELY 
. COLLIERIES. l o 
Bana COTTON. 
DRUG AND TOILET. y) 
ELECTRICAL 
~* CONSTRUCTION. In the same period the additional yields derived from the sale of 
see _ ELECTRICAL SUPPLY. share bonuses and rights, not normally regarded as being recurring, 
ya Teas, | ENGINEERING. Ware = 
i | FILMS, FIRST PORTFOLIO £119 5% 
| FLOUR. FOURTH PORTFOLIO £0 5 6% 
| FOOD. 
£128; GOLD MINES. Sub-units may be bought or sold at any time through any Stockbroker 
yy LAND AND HOUSING. ee Se 
gcd | MARGARINE. The interests represented in the Trusts are as widely spread as 
MOTORS. practicable, with a view to making it possible for a purchaser of sub- 
ance Co, NEWSP APERS units in the four Portfolios to obtain an interest in best of British 
—_ OIL , Industry. 
= ae omen British 
“ot RUBBER. : I ICIS 
a SOAP. 
STEEL. ad 
SUGAR. ] n d C 
ssi | TOBACCO & MATCHES. Us rics 
a, | TRANSPORT. os 
ste | WOOL. 8 
and 
5 C Fixed * [rusts 
share, 
na TRUSTEES: 
be MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD. 


<= A FREE BOOKLET. Further information will be 
found in handbook A.R.1, which will be sent free on appl « 
cation to the Managers. This booklet contains full parti 
of the Constitution and Management of the Trusts and the 


rst details of the one hundred securities contained in the Four 
1,008 Portfolios, with complete statistical information relating to 
_ them, and the dates on which dividends are paid. 

1,002; MANAGERS : 


ALLIED INVESTORS FIXED TRUSTS, LTD. 
165 MOORGATE, LONDON, E.C.2. NATional 4931 





CVS—34 


POST THIS COUPON TO 
ALLIED INVESTORS FIXED TRUSTS, LTD. 
165 MoorcaTs, LONDON, E.C.2, Phone: NAT 4931 
Please send me, without obligation, your free explan- 
atory handbook on the British Industries Fixed Trusts. 
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In a preceding section of this Survey emphasis has been 
directed to the fact that competitive salesmanship has been 
at least as significant a factor as the advocacy of recognised 
investment canons in the development of the fixed trust 
movement. The managers of the purely fixed trust, in fact, 
occupy a position more analogous to the promoter of a new 
issue than to the board of directors who will be responsible 
for matters of policy arising from a changing economic 
environment. The management of a fixed trust is responsible 
for the choice of the original portfolio, in which ingenuity 
blends with the quest for a ‘‘ publicity ’”’ yield. The com- 
position of a general panel is not a matter of immense diffi- 
culty. True, no little research may be necessary to provide 
a portfolio which combines a desirable admixture of market 
leaders and higher-yield securities. But there is considerable 
scope among the shorter life gold mines and more specula- 
tive industrial concerns to enable a manager, with an eye on 
present yield alone, to formulate a suitable panel for his 
purposes. 

The inception of a fixed trust, therefore, provides the 
management with its chief problems. In addition to the 
portfolio, they will include the drafting and execution of the 
trust deed, and the organisation of publicity, both in a pre- 
liminary form, through press announcements, and other 
methods of “‘ tilling the ground,’’ and by the issue of 
booklets, extensive press advertising and an organised sales 
force. Unlike the new issue lists, which close within a day 
after the issue of the prospectus, the selling organisation 
of a fixed trust remains fully effective long after the pre- 
liminary choice of portfolio has been decided. It is likely, 
indeed, to have cumulative effects, particularly where 
satisfied sub-unit holders recommend their trusts to a circle 
of acquaintances. 

The functions of the managers, after the trust has been 
formed, may therefore be divided—without involving 
inimical comment—into two parts. On the one hand, the 
selling side of the business provides its commissions in the 
shape of the managers’ participation in the loading charge, 
after providing for brokerage, advertising, trustees’ fees, etc. 
On the other hand, the preparation of half-yearly or 
quarterly distributions is a perfectly straightforward clerical 
task. The exercise of initiative by the managers is not 
normally called for. If their choice of underlying securities 
is satisfactory, they should have no difficulty in purchasing 
the requisite shares as additional units are created. 

What duties must they assume in abnormal times? We 
move now into the realm of contingency, for so far basic 
market conditions and company profits have given the most 
favourable context for fixed trust operations. From the 
first, however, most management groups have undertaken 
some responsibility for elimination of shares, which, in 
course of time, might become unsuitable for retention. In 
most cases, these powers are wide and are exercisable by the 
managers alone, but with the trustee’s consent. No elimina- 
tions have, in fact, taken place; and it may be assumed that 
managers would be reluctant to eliminate any share until 
the interests of certificate holders demanded such a course 
beyond any doubt. 

Potential elimination in the case of a quasi-fixed trust, 
indeed, suffers from one cardinal disadvantage. Any altera- 
tion in the original portfolio would be tantamount to an 
admission—and would almost certainly be interpreted as a 
confession—of an initial error of judgment. Such action, 
therefore, is almost bound to be delayed—perhaps for longer 
than the fundamental interests of the certificate holders, of 
themselves, would require. The position of at least two 
mining shares, whose wide employment as ‘“ yield 


MANAGERS’ RIGHTS AND DUTIES 





sweeteners ’’ has received much comment in v; 
short estimated lives, has at least challenged sot tt 
during the past eighteen months. No changes or = 
tions, however, have been undertaken as a result 

The wider powers which are assumed by the manage, 
of a “‘ flexible ’’ trust of the unit type, with a limited 


of investment, do not, of course, fall within this ange 
Such groups may switch at will between their be 


investments, subject to obvious limits of prudence 
scope is that of a management investment trust with limited 
“‘ objects ** clauses. Their constitution and guidi prin- 
ciples are far removed from the original coticabaaral 
and the fact of positive management is reflected ayo 
annual charge made before distributing the trust income, 
based on the value of the funds administered. Experieng 
of this type of trust is hardly long enough, as yet, to 

even provisional conclusions. The oldest exemplar, Foreign 
Government Bond Trust, was formed less than two 
ago, and the Insurance Share units three months later. 
until recent months have fully flexible industrial share unit 
trusts appeared. On a@ priori grounds—as we urged in our 
first Fixed Trust Survey—trusts of this type should 
remove the disadvantages attaching to fixity in investment, 
over a term of twenty years or less. But the practical work. 
ing out of this prospect—the ability of such trusts to beat 
the best share indices and to provide a satisfactory and 
secure income—has yet to be seen. Further discussion on 
this subject will be found in the section headed ‘‘ The Trend 
Towards Flexibility ’’ on page 30. 

The role of the managers, even of the purely fixed trusts, 
has considerably widened during the past year. Assured 
facilities for repurchase of sub-units are now common to the 
majority of fixed trusts, and may provide the management 
groups with problems of a type which we discuss in our set- 
tion dealing with marketability of sub-units (see 16). 
Attention has also been drawn, recently, to the Mh 
‘““ unwinding ’’ a trust already in existence. Any managet 
who wished to telescope the earning of a loading charge 
based on a twenty-year trust life into half that period, o 
even less, could do so by the process of closing the trust and 
liquidating units as sales were offered. For an expanding 
group, moreover, there might be some incentive to offer 
existing sub-unit holders a new unit in exchange for th 
existing certificates held. An offer of this kind, made i 
good faith, is not necessarily subject to criticism, but it may 
be well to point out to sub-unit holders who are 
such an exchange that the advantages of making it shouldat 
least be sufficient to recompense them for the payment of a 
further loading charge and for the abandonment of that 
part of the first loading charge which may be regarded a 
““ unexpired.”’ 

Subject to certain powers to close a trust completely if 
the number of outstanding sub-units falls below, sy, 
100,000, it is the duty of the managers to provide 
services during the period of the trust, subject to good 
behaviour and financial ability. On the latter point, the 
majority of trusts have now made provision, in one form 
another, for future management expenses. A number 
groups have from time to time published particulars of the 
percentage of the loading charge so reserved or the 
figure which has been accumulated. Details will be f 
in the comprehensive tables on pages 26 to 29. _ 

This brief delimitation of management scope links natur- 
ally with the preceding discussion of the ownership and pe 
sonnel of the management companies, and their chargé 
to the sub-unit purchaser for their services. The 
dealing with loading charges will be found on page 20 
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An expert in gold-mining shares tells the “‘ Evening 
Standard ” that he is convinced that investments in 
Kaffirs . . . will prove after several years more satis- 
factory than investments in Gilt-edged. 


Dealing in large sums, his point is that a fortune of 
£200,000 put into the selected gold shares now would, 
in five years, be safer from the point of view of capital 
value and give much higher yield than £500,000 in 
Gilt-edged holdings. 

In the view of the gold share market, stabilisation, 
when it comes, will put mines on a stronger basis than 
ever. 


Many Investors are now paying attention to the 
shares of certain of the potential Gold-Producing 
Companies in South Africa, such as : 


Grootvlei Proprietary Mines Ltd. 

Lace Proprietary Mines Ltd. 
Vogelstruisbult Gold Mining Areas Ltd. 
West Witwatersrand Areas Ltd. 


x 


These shares are included in : 


“RAND CERTIFICATES’ 


Approx. Yield 


KAFFIRS AS INSURANCE 


The gold share market is, at present, in favour with 
large investors for special reasons. 


' In times of uncertainty it offers a useful opportunity 
for insurance. South Africa, far removed from Oo 
European turmoil, rarely shows any disturbance in 1 

its economic conditions. Its greatest industry is 4 

fostered and protected by whatever Government is @) 

in power. 

As to the future price of gold—a matter of the and approx. price 
highest importance to the shares—the figure of {7 25 /3 

an ounce is now almost universally favoured by ‘ 
dealers and brokers. per Sub-Unit 


THE FOLLOWING FIXED TRUST 
INVESTMENTS IN SOUTH AFRICAN 
GOLD SHARES ARE AVAILABLE TO 


Rand Certificates are a unique form of investment 
for the investor who is content to receive a slightly 
lower immediate Yield in exchange for the Oppor- 


tunity of Considerable Capital Appreciation in the 


LARGE AND SMALL INVESTORS :— aa 
uture. 


YIELD 
8 Q Fixed Trust principles in shares of 10 old- 
established DIVIDEND-PAYING Com- 


20/3 per anies; unique for the ultra-cautious In- 
Sub-Unit arm " 


80% of the underlying security comprises the 
shares of 16 of the best Gold-Producing and Divi- 
dend-Paying Companies, which ensures a reason- 
able yield on the whole investment. 


“‘ DEPOSIT RECEIPTS " (2nd Series) 
The Investment “‘ par excellence” on 


20% of the underlying security comprises the 
shares of the above-mentioned 4 Potential Gold 
Producers of South Africa. As and when these 
Companies reach the production stage, or issue off 
valuable Rights holders of Rand Certificates will 
benefit because of the increased market value of 
the shares. 


“‘ DEPOSIT RECEIPTS ’ (3rd Series) 


YIELD 
§ 0 This Series includes the Shares of the 20 
7 best DIVIDEND-PAYING Companies, and 
8 0 is recommended to the Investor who requires 
15/9 per *® Interest in a greater number of Gold 
Sub-Unit Shares. 


Trustee: 


MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD. 


Free Handbooks giving full information are obtain- 


Trustee: 


MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD. 


Free Handbooks giving full information are obtain- 
able from Stockbrokers and Bank Managers, from 
whom a minimum of 10 Sub-Units may be purchased ; 
or write, telephone, or telegraph to :— 


GOLD PRODUCERS FIXED TRUST LIMITED 


24 THROGMORTON STREET, 
Telephone : LONDON, E.C.2 


Telegrams : 
London Wall 


“ Orporabri, Stock, 
1621, 3331 & 4959 London ” 





able from Stockbrokers and Bank Managers, from 
whom a minimum of 10 Sub-Units may be purchased ; 
or write, telephone, or telegraph to :— 


RAND FIXED TRUST LIMITED 


24 THROGMORTON STREET, 
Telephone : LONDON, E.C.2 Telegrams : 
London Wall 





Randcerts, Stock, 
1621, 3331 & 4959 London ”’ 
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FIXED TRUST ADVERTISING AND INFORMATION 


THE powerful publicity which has accompanied the growth 
of the fixed toast on Berar deserves discussion regarding 
its extent, form, and quality. Under the first heading, we 
are able, by courtesy of the London Press Exchange, Ltd., 
to give an estimate of the value of fixed trust newspaper 
advertising during 1935 in the range of papers covered by 
the analyses regularly conducted by that organisation. 
Certain specialised publications are excluded, but the 
“* coverage ’’ is sufficiently bee to indicate the order of 
magnitude of the sums involved. During 1935 the com- 
puted amount was {184,047. If we include advertising in the 
financial press, and in certain other media which are known 
to have produced good results for the trusts in the past, the 
total cannot have been short of £200,000. 

This sum, however, represents only part of the expendi- 
ture devoted to publicity. The booklets of the individual 
trusts, many of which are of distinctly high typographical 
quality, are undoubtedly expensive to produce and circu- 
late, although it is impossible to give even wide estimates 
of the costs involved. Again, a recent question in Parlia- 
ment drew attention to the advertisements appearing in 
the books of stamps sold by the Post Office. At least one 
group has exploited poster advertising. From the North 
come stories of public lectures, designed to interest potential 
sub-unit purchasers. Most groups have a comprehensive 
sales force at work, whose function is to interest local bank 
managers, solicitors, stockbrokers and the like in potential 
investments for their clients. 

A thorny task awaits the layman who seeks to discover 
the inner significance of all the documents available to 
him when he decides to purchase sub-units. The Trust 
Deed itself is a formidable legal document, but, fortunately, 
its provisions are summarised fairly adequately in the 
booklets. The sub-unit certificate, whether registered or 
bearer, is a relatively simple document of title, transferable 
in the first case by mere endorsement and satisfactory attes- 
tation, and in the second case by delivery. The income 
accounts which accompany distribution warrants, however, 
are by no means simple to grasp at first sight, although they 


bare 


ty 


are intended presumably for taxation purposes, It ms be 
asked whether a convenient summary of dividend recatete 
during the period, with a comparison with the ) 
year’s figures, could not be made available, ] iS essential 
that the payment in respect of a dividend i | 
(which is ‘‘ costed in ’’ the sub-unit price each dist 
bution and must be regarded solely as a capital item tg 
be returned later) should be fully analysed. But the average 
sub-unit holder would be assisted by the comparison 
gested above, particularly where he has no information rp. 
garding the previous year’s sub-unit distribution. 
Thirdly, so far as the quality of advertising is concemed 
some mob improvements have been effected, e.g, a 
regards presentation of yield figures. There have, never. 
theless, been several examples of publicity matter 
by implication and contention, make claims owing mor 
to the arts of ‘‘ sales appeal ’’ than to the requirements of 
logic and investment practice. 


Some changes which are being introduced we regard ag 
entirely salutary. It should no longer be possible for the 
name of the trustee to appear in bold type, with that of the 
managers printed coyly in a smaller fount. Equality of 
type face should be the limit of reasonable presentation of 
these two names. Again, the trustees appear to be con 
cerning themselves with the proper delimitation of their 
functions in publicity matter, and misconception on this 
score should no longer arise. So long as intelligent men, in 
some walks of life in the City, permit themselves to talk of 
the ‘‘ guaranteed yield ’’ which the bank affords, there s 
evidently a good deal of misunderstanding of the trustee's 
precise position. 








Reference to a later page will indicate the suggested mle 
proposed by the Stock Exchange Committee with regard to 
submission of advertising matter by ‘‘ recognised ’’ trusts. 
There are indications that, pending any step which may be 
taken in this direction, the trustees are imposing an uw 
official and flexible supervision which has already bea 
of value. 





MARKETABILITY OF SUB-UNITS 


WHEN we published our first Fixed Trust Supplement in 
April last year, the question of marketability of sub-units 
had attracted little attention. The rapid growth of the 
movement on a trend of rising equity share prices and 
increased resources of the small investor involved corre- 
spondingly few realisations of issued sub-units. These 
were readily “‘ married ’’ by the managers against new 
purchasing orders. With the subsequent expansion of the 
movement, the question of sub-unit sales has assumed 
greater importance. The view has obtained wide support 
that managers should assume greater responsibility in this 
respect than merely to act as distributors of the realised 
value of a complete unit, when sufficient offers of sub-units 
have been received from certificate holders. 

In normal times, there is no reason to suppose that sub- 
unit sellers would be marshalled in a waiting list until a 
complete unit could be ‘‘ broken down.’’ Even where a 
trust has been closed and no further buying orders are 
being received by the goers eos the sub-unit holder can 
normally expect, with a fair degree of assurance, to receive 
prompt settlement for a selling order. Two reasons may 
be advanced for this presumption. In the first place, the 
managers may be expected not to put any avoidable diffi- 
culties in the way of reduction in the total sub-units 
amy? in a closed trust, since they are thereby 
relieved of the responsibility of management pro tanto, 
and may regard their loading charge as being earned dur- 
ing a period shorter than the maximum life of the trust. 
In so far as fixed trusts may be closed by the managers 
before any specific maximum number of sub-units is 
achieved, this factor, already potential, may have in- 
cteased relevance in the future. 


A second and more workaday reason may also be at 
vanced. No competent management group operates ils 
trusts ‘‘ on the margin.’’ While the trust is in its early 
stages, the managers commonly hold securities sul 
for the formation of one or more units or their equivaleat 
sub-units. During the period in which authorised sub-anits 
are being sold by the managers, they are, m 
‘ bulls ”’ of the unsold balance. For convenient formation 
of sub-units, and for ‘‘ jobbing ’’ against any su 
market rise which would involve purchase of the ; 
lying securities at higher prices, the manager’s open pos 
tion is quite desirable. On the closing of a trust, this pos 
tion is reversed. By ‘‘ going short ’’ of the um 
securities in one or more units, the managers cab offer 
immediate selling facilities to sub-unit holders and cal 
protect themselves, in the meantime, against any : 
quent market reaction while the remainder of the unit 5 
being liquidated. 

In normal times, therefore, the certificate holder, 
whether of a closed or open trust, can expect 10. 
ready marketability for his sub-units. During the wrth 
twelve months, when new groups have been vying 
each other in offering special features to the small mys 
no feature has received a greater measure of general yest 
tion. The publicity material of almost every trust ns 
includes an assurance that the managers will “s 
= ey sub-units. The following may be regarded 

ical illustrations : — 
4 Under the terms of the Trust Deed, Fixed Trust Investment 

undertake to repurchase any sub-units offered to per could 
less than the proportionate part of the actual pong te the usual 


be realised by a sale of the underlying securities 
Stock Exchange charges. (British Empire 
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at a price of 21s. 9d. per sub-unit and based 


LAND & BUILDING IRON, COAL & STEEL 
City of London Real Property Allied Ironfounders Ltd. 

Co., Limited. Powell Duffryn Steam Coal Co., 
London Brick Co. & Forders, _ Limited. 

Limited. Richard Thomas & Co., Ltd. 
Metropolitan Housing Corpn BREWERIES & TOBACCO. 
Limited. Base, Ratcliff & Gretton Led. 

tillers Co. 
STORES, FOODSTUFFS & 
sree Imperial Tobacco Co. (G.B. & 


. & P. Coats, Led. 1.) Limited. 


’ GOLD MINES 
seceneional ‘Tes Co's Steet, Go tald Poapaletary Dinas, Led 
Scribbans & Co., Led. Government Gold Mining Areas 
Tate & Lyle, Ltd. (Modderfontein) Cons., Ltd. 


Van Ryn Deep, Ltd. 


paid by the companies in the past financial year. 
take into account any capital bonuses declared, which are additional. 


THE COMPANIES ARE: 


FOR SECURITY: STABILITY: STRENGTH: 


SECURITY 


FIRST TRUST 


spreads your investment over the shares 
or stock of 23 first-class British com- 
panies, all sound dividend payers and 
notable for their very strong financial 
and trading positions. The Gross 
Annual Yield shown is over 


only on the dividends 
is yield does not 


RAILWAYS 
L.M. & S. Railway Co. 
L. & N.E. Railway Co. 


LIGHT, FUEL & 
masa gr 

Limited. sas 
Im Continental Gas Assoc. 


” Transport & Trading 
Co., Limited. 


NEWSPAPERS 
Amalgamated Press, Led. 
Daily Mirror Newspapers, Led. 





LLOYDS BANK LIMITED are Custodian Trustees of 
the underlying securities. They collect the dividends 
on the underlying securities and distribute the income 
to the Sub-Unit Holders on 1st February and 1st August 
each year throughout the 20-year duration of the Trust. 





to re-purchase any sub-units offered to them as 


The Trust is cumulative, 
only dividends being dis- 
tributed as income, while 
share bonuses are retained 
to augment the capital 





Telephones: Metropolitan 3622 (15 lines) 


>. - Thor PEAS Seay) es RE BA oy 


Y b b-units through your Banker, or any Stockbroker. You can 
cell. Prog te y through the same channels since the Managers undertake 


explained in the Booklet. 


value of the investment. 
Continuity of management 
is assured through the 
creation of a special fund ad- 
ministered by the Trustees. 


For full information write for Booklet EC2 to 


SECURITY TRUST MANAGERS LIMITED 


15 MOORGATE, LONDON, E.C.2. 
Telegrams: Security, Stock, London - 


ifr: 
Doremas 
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The managers undertake, under the deed governing the trust, 
to repurchase sub-units upon request, at a price falling not 
more than ee eee 
price which co be realised by the sale of the underlying 
securities on the London Stock Exchange, less stamp duties (if 
any) on the transfer or surrender of the Certificates. (Investors 
Second General.) 


In accordance with the terms of the Trust Deeds the managers 
undertake to repurchase from certificate holders any sub-units 
offered to them at not less than the selling price on the London 
Stock Exchange of the constituent shares less the usual Stock 
Exchange charges. (British Industries group.) 

The managers undertake at any time if desired by a certificate 
holder to purchase his units at the net realisable value on the 
Stock Exchange of the underlying securities. (Trust of 
Insurance.) 


The managers are contractually bound to purchase at a price 
not lower than the actual price which can be realised on the 
London Stock Exchange for the underlying securities on the 
particular day of offer to sell, less an amount equivalent to the 
usual Stock Exchange charges and stamp duties. (First Provin- 
cial Reserves.) 


The managers guarantee under the Trust Deed to pay for each 
sub-unit repurchased from a certificate holder the total Stock 
Exchange “‘selling’’ price of the stocks and shares comprising 
one complete unit less Stock Exchange charges and dividing the 
net amount by 7,500 [the number of sub-units per unit]. 
(Keystone Certificates.) 


The managers undertake in the Trust Deed to —— any 
sub-units on request at not more than 3d. below the net realis- 
able value on the Stock Exchange of the underlying securities, 
less charges, stamp duties, etc. The Trust Deed contains 
provisions for obtaining a valuation of any securities for which 
no Stock Exchange quotation is available. (First Recovery.) 
These extracts have been made at random from trust 

booklets and are to be regarded as representative but not 

comprehensive. Considerable differences in terms are 
apparent. Although the presumed intention in each case is 
to guarantee an immediate settlement for offers of sub- 
units, in no case is mention made of any time interval to 
allow the managers to effect any necessary realisation of 
securities, although a delay in payment over, say, one 

Stock Exchange account could not be considered unreason- 

able by a sub-unit holder. In only one case, however, is 

it specifically laid down that the price shall refer to the day 
of the offer to sell. 

Some managers have made repurchase a matter for the 
trust deed, while others appear to regard it as a matter sur- 
rounding the original contract. In its ordinary significance, 
the provision appears unexceptionable, and the managers 
are undoubtedly wise in accepting some wider responsibility 
than that of mere brokers in their certificates. To the small 
investor in a time of market uncertainty nothing would be 
more important than the preservation of a ready market, in 
which quotations would not be ‘‘ shaded ’’ against him. 

Much importance, therefore, attaches to the precise inter- 
pretation of each form of manager’s undertaking in respect 
of repurchase facilities. Does this normally confer 
the immediate right (subject, say, to the delay mentioned 
above) to receive payment for sub-units surrendered? And 
is there any distinction between powers taken under the 
trust deed and assurances which are given by managers in 
booklets without any covenant? gal opinion seems 
agreed that the investor’s security for repurchase under a 
trust deed obligation is unchallengeable. Assurances out- 
side the trust deed—and these relate to comparatively few 
cases—would, it is thought, be equally binding in law, 
since a sub-unit holder would have no difficulty in arguing 
that the repurchase provision was an express term on 
which the contract for the original purchase was based, and 
that his application for purchase was founded on this assur- 
ance. Some legal experts may argue that the Courts would 
allow some period of time before settlement for re-sales 
need be effected; and that an action for immediate payment 
would not necessarily lie against the managers, who might 
be protected by the Court’s interpretation of ‘‘ normal 
practice ’’ in the matter, and, possibly, by the size of the 
amount involved. But these points are little more than 
legal finesse. The minor advantages which delay might 
afford to managements pursuing a Fabian tactic would 
certainly not compensate them for the adverse publicity 
which would accompany legal proceedings. i 


STOCK EXCHANGE DEALINGS 
Some Technical Questions 


_ The recent Stock Exchange report has raised certain 
important matters concerning marketability, which have 


- would this have a snowball effect? 


not, so far, been accorded adequate discussion, . 
possible that provision will eventually be made 
ing in sub-units across the floor of the ‘‘ House,’’ 
attention has been given to the modus 
‘‘ House ’’ dealings in a security whose value is deter. 
mined, not by the normal process of ing an equilibrinm 
between supply and demand, but by a y mathematica 
calculation. A sub-unit price is nothing more than an 
index number, or a stock market average, dependent upon 
the underlying security values. It has, in normal times, 
no other meaning, although in times of stress it is cog. 
ceivable that sub-unit holders might accept some di 
on the calculated value if they sought liquidity rather than 
equity. 

Under these conditions, what scope is there for normal 
broker-jobber operations in the sub-units? No jobber 
could attempt to adjust his “‘ book,’’ for that would mean 
either no business or heavy losses. And it is doubtful if 
he could shade his quotations against those of the 
managers. Even if he had a professional statistician cop. 
tinually at work with a slide-rule, and attempted to under. 
quote the managers’ dealing prices by a y or two, he 
would still be faced with the possibility that the managers 
would reduce their dealing margins, at some cost to them- 
selves, in order to persuade the jobber that his turn was 
inadequate for profitable business in sub-units. 

Again, the broker’s position might be little improved 
dealing within the ‘‘ House ’’ instead of through the 
managers. His commission would be earned in both events, 
but his frequent ability to obtain reciprocal business in the 
underlying securities when new units are constituted would 
give him a direct incentive to deal with the managers when- 
ever possible. 

On more general grounds, however, the question of 
stamp duty on transfer arises. Instruments of title to sub- 
units have not attracted stamp duty so far. If they are 
bearer certificates, no duty would in any case be required 
on transfer. In the case of registered sub-units, however, 
the certificate is devised so that the owner’s rights can be 
renounced by the simple act of endorsement, without the 
execution of a separate transfer deed. Regulation 7 (h) 
of the proposed Stock Exchange regulations (see page 49), 
refers to provisions for transfer of registered sub-units, 
either by deed or by other “‘ satisfactory arrangements,” 
and there seems to be some nervousness on the of 
managers that Stock Exchange dealings would involve 
difficulties as to stamp duty. 

In some Stock Exchange quarters it is thought that the 
opportunity for dealings in the ‘‘ House ’’ would not 
commend itself either to brokers who have built up a pro- 
fitable connection in sub-unit sales, or to the managers 
whose jobbing profits would thereby be limited. It would, 
however, be easy to exaggerate the extent of these profits, 
since, of a shilling ‘‘ turn,’’ as much as three-quarters may 
be expended in costs of registration, the issue of a new 
certificate and incidental expenses. In the gross, however, 
such margins may provide a useful addition to the inc- 
dental income which managers derive from the sale of sub- 
units. 

Stock Exchange dealings, however, seem already to have 
lost the importance which they may have had eighteen 
months ago. Ready marketability is now assured, i 
categorical terms, by the majority of managements. Inter- 
trust competition at least gives managers an incentive to 
lay increased stress on the security and convenience of 
clientéle; and any delay in settlement for sub-unit 
would produce adverse effects which would be bound to 
prejudice the trusts at this stage of their growth. It may, 
therefore, be more realistic to accept the Stock Exchange 
report as a proposed matter of controlling machinery, 
leaves the question of dealing operations on one side. 

Critics of the movement still emphasise the potential 
dangers of fixed trust dealings during a downward 
phase. It seems, however, important to distingush two 
things. First, if a market recession evoked some selling, 
Spokesmen for 
movement declare that, in their experience so far, the re 
over of new accounts is fairly small. Bae movement, 
course, is young, and quotations are stil] rising, $0 
state of affairs may new no more than that holders 
letting their profits run. But it does seem true that 
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British Empire 


FIXED TRUST CERTIFICATES 





The Certificates of the British Empire 
Group were first offered to the public 
in October, 1933. 


Each series confines its investments to 
carefully selected first-class companies, 
operating within the Empire. 


The recently introduced Comprehensive 
Series give a spread over no fewer than 
150 different securities, thus obtaining 
the safety resulting from an unusually 
wide distribution. 


The British Empire offers to-day the 
finest scope for safe investment, coupled 
with the possibility of satisfactory yield 
and capital appreciation. 


Certificates can be purchased through any 
Bank or Stockbroker, and the investment 
can be realised at any time at the then 
current Stock Exchange selling price of 
the constituent shares. 


Sums from {£30 may be invested in 
any one of the four series. 


A combined investment of approximately 
£100, and upwards, divided over the four 
series, spreads an investor’s capital over 
175 first-class companies, distributed 
throughout the Empire, and on the basis 
of last year’s distributions (adding cash 
for share bonuses) shows a total yield 
of over 5%. 


The following particulars concerning the 
various series of the British Empire 
Group are set out for the convenience 
of investors :— 





No. of | Date Price | Price * 
Com- of at /|Feb. 17| Cash 
panies| issue issue | 1936 | yield 





Series ‘A’ 25 |Nov.’33) 19/- | 25/9 |3}% 





Series ‘B’ 25 |Feb.’34) 9/7}| 11/9 | 44% 





Cumulative 25 \July ’35| 18/6 | 20/3 |4% 





Comprehensive) 150 (Oct. ’35| 20/6 | 22/6 | 43% 





























* Share bonuses not included. 





Invest your money in 


the British Empire 





TRUSTEES : 
Series ‘A’ MIDLAND BANK Executor and 
Trustee Co., Limited 
Series ‘ B’ MIDLAND BANK Executor and 
Trustee Co., Ltd. 
Cumulative LLOYDS BANK LIMITED 


Comprehensive LLOYDS BANK LIMITED 





Full particulars of all the above Certificates may be obtained 
from any Bank or Stockbroker, or from 


FIXED TRUST INVESTMENTS, Ltd., 160 Piccadilly, London, W.1 
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movement has not provided a for quick profit- 
takers, ana that's corti “* stickiness ’’ 1s to be expected of 
holders whose fundamental reason for investing in sub-units 
is to avoid the necessity for day-to-day changes in invest- 
ments. It is impossible, however, to forecast a continuance 
of this behaviour during a period of marked recession, and 
it would be reasonable to expect that for a time, at least, 
the fall would feed upon itself, and might become self- 
perpetuating to that extent. 

This, however, is not a condition peculiar to fixed trusts, 
for it applies to some extent in any market situation when 
a sudden phase of liquidation sets in. For the fixed trusts, 


however, the second important question is whethe« 
present safeguards are sufficient at all — to secure 
liquidation of sub-units. This question, clearly, is a matie 
of management organisation, which requires treatment 

the lines discussed at the opening of this section, 
managers have declared or guaranteed their position in ¢ 
respect. If and when a period of liquidation arises, 
unit holders will have reason to expect that these oblje. 
tions will be carried out quickly and fully, and that they y 
not be asked to remain unwilling holders of their units while 
the market undergoes a further fall. : 








LOADING CHARGES AND PRICE CALCULATIONS 


REFERENCE to the comprehensive tables on pages 26 to 
29 will disclose the loading or service charges of all the 
fixed and managed unit trusts which are analysed in this 
survey. The charge in each case covers all expenses of 
operating the trust during its full life, although the managed 
trusts have inaugurated a system of annual charges im- 
posed upon the cash produce of the trust, in view of their 
functions of day-to-day supervision. The adequacy of 
these annual service charges is discussed on page 32. 

The percentage charge, as we explained in our earlier 
Fixed Trust Survey, does not cover the whole management 
income. Incidental sources of income come from the adjust- 
ment of dealing prices to a nearest multiple, usually 3d., 
and from dealing in the underlying securities on rather 
better terms than the official quotations, on which are based 
the sub-unit prices. These two factors may well increase 
the effective loading by as much as 14 per cent. Again the 
nominal loading is frequently ‘‘ included in the price.”’ A 
5 per cent. loading, for example, would be equivalent on 
this basis to an effective charge of 5} per cent. There is, 
therefore, some considerable margin, in most cases, above 
the nominal figure charged. 

We suggested a year ago that these and similar ‘‘ sweep- 
ings ’’ in fact would provide most of the manager’s margin 
of profit, after allowing for brokerage, advertising, reason- 
able allowance for management, rent, etc., clerical expenses 
and trustees’ fees. The following analysis gives an esti- 
mated dissection of these items, assuming that the effective 
loading charge is taken at about 7} per cent. 


Per cent 
SORE GRIND. nocccccccnvecescsseceresscocstbisossnece 1-50 
PUI cntenstaccoconpnapsrecocappereqpeceepensensepecesss 1-25 
Management over 20 years, office rent and initial 
CRIN a. secsnictpebdicsceeBeccccebobestedecteonedeebossnecce 1-15 
I IED steed bene rinesdavnnsessesennonsecncuieoveonsseces 1-15 
Preparation of dividend warrants, permanent 
WERE GBB. ccecencccrcccccccncccnscsscvccccocneceseescocecsess 1-00 
IE GID cnc ccccccecacencccssnccsesncceveseesevessees 1-45 
7-50 


The management profits, properly so-called, cannot be 
regarded as excessive, since sales of as much as {1 million 
net would produce only about £15,000 in total profit over 
the period of the trust, exclusive of charges for management 
services. ‘While these figures assume some economies of 
large scale, the fact that rents and other overhead charges 
can be spread over the operations of several] trusts with 
considerable savings may lead, in the case of multiple 
groups, to an under-statement of the effective margin. It 
is clear, however, that, on a reasonable costing of manage- 
ment time and in view of heavy initial expenses for adver- 
tising, sales of about £500,000 are necessary to provide 
a satisfactory return for the managers. 

There is, however, every objection to anticipation of 
profits without fully adequate provision for future manage- 
ment expenses. The majority of fixed trusts now make 
such provision, on the lines of that originally disclosed in 
the Economist in the case of the Municipal and General 
group. _A mere statement, however, that provision is 
made might well be expanded to indicate the percentage 
7 a ee sag so Fs aside, or, alternatively, 

ether the amoun ve been agreed with the i 
sad/or gr auditors 


PRICE CALCULATIONS 


In view of the proposed Stock Exchange regulation to 
permit prospective subscribers or holders to examine the 
detailed price calculation for all ‘‘ recognised ’’ sub-units 
[Regulation 7 (d), (e) ], it may be desirable for intendi 
purchasers to acquaint themselves with the form of the 
document. By the courtesy of the managers, we have 
been permitted to reproduce below the detailed price 
calculation for the Security First sub-units, on February 18, 
1936, which may be regarded as a common form: — 

SecurITY First Fixep Trust 
CALCULATION OF SUB-UNIT PRICE, FEBRUARY 18, 1936 
Amount 





of Stock Price Total Cost 
s. d 
£300 L.M.and S. Rly. Co. 4% Pref......... 86 bg 10 0 
£300 L.and N.E. Railway 4% Ist Pref..... 70 211 10 0 
100 Allied Ironfounders {1 Ord............. 38/- 190 0 6 
£100 Powell Duffryn Steam Coal Ord....... 21/- 105 0 0 
200 Richard Thomas 6s. 8d. ord. ......... 15/3 152 10 0 
£100 City of London Real Pty. Ord.......... # 90 12 6 
£50 London Brick Co. and Forders Ord. 4 200 0 0 
£100 Metropolitan Housing Corp. Ord.... 1 175 0 0 
50 Imp. Chem. Industries Ord............. 39/ 98 2 6 
£100 Imperial Continental Gas Stock...... 180 180 0 0 
30 ‘‘ Shell” Transport and Trading Ord. 4% 135 0 0 
20 Bass Ratcliff and Gretton Ord. ...... 7 140 0 0 
Pe rr rT 103/- 103 0 0 
£20 Imp. Tobacco Ord. .........ccceeeeeeees 7# 158 15 0 
15 Geduld Prop. Mines {1...............++. 10 151 17 6 
60 Govt. Gold Mining Areas (Mod.) 5s. 2 165 0 0 
80 Van Ryn Deep 41..............seeeeeeeeee 24 210 0 0 
£30 J. and P. Coats Ord. ..............000008 3 fs 99 7 6 
50 International Tea Stores Ord.......... 35/6 88 15 0 
SBD “Deas MG, oes cicciseccccctecctees 23/6 235 0 0 
50 Tate and Lyle Ord. .............sess000s 4% 228 2 6 
250 Amalgamated Press Ord. .............. 24/3 303 2 6 
200 Daily Mirror Newspapers Ord. ...... 24/- 240 0 0 
£3,920 5 0 
A a ee ee 
Thad GE $08 oo cccrssscccvscssencacvesevscccvece 43 9 0 
Accrued dividends..........sccscossscssoreceeseess 40 67 
Trust commission, 7 per Cenb..........0e0eeeees 282 14 3 
eps 
BB i ceviecoccvscctecsqricistesctonie £4,321 9 4 


Some explanation of the items may be convenient. The 
prices are based on the offered prices in the Stock Ex 
lists on that date. The total cost, ex all expenses, of 
underlying securities in one complete unit amounted to 
£3,920 5s. To this amount were added the brokerage pa 
able in respect of the purchase of a full unit, and 
transfer stamp duty and registration charges, together 
amounting to £78 3s. 6d. 

To ensure that each new unit ranks for the same cash 
distribution at the next due date, adjustment must be 
in the price for dividends which have been paid since 
previous distribution. The new purchaser is therefore 
charged with the appropriate value, per sub-unit, of the 
accumulated cash produce of the trust over the period to 
the date of his purchase. Accumulated dividends in 
of the Security First Trust, on February 18th 13s 
amounted to £40 6s. 7d. per unit. This amount, there 
fore, is added in the cost of the newly issued units 
In later calculations it is increased from day to day e 
dividends, proceeds of rights, etc., accumulate towards th 
distribution date. At the end of the six-monthly distrib 
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100 FIRST CLASS SECURITIES 
CENTURY 


FIXED TRUST CERTIFICATES 


Give the Investor a holding in one hundred first class 
Securities, distributed over the following industries : 





Insurance } Stores and Catering 

Transport and Communications Mining and Finance 

Tobacco and Breweries Gold Mines 

Oil ‘ Commodities 

Property, Building and Allied Trades Textiles and Artificial Silks 

Iron, Coal and Steel Newspapers and Paper Manufacturers 
Gas and Electricity Miscellaneous 


YIELD 


At a price of 21/6 per sub unit, based on dividends and bonuses, etc., declared on 
the Unit Securities during the 12 months ended the 31st December, 1935, the 
yield is as follows :— 


From dividends - - - - £4 6 8% gross 
Sale of recurring bonus - - 111% net 
Sale of other bonuses and rights 1 4 1% net 


£5 12 8 per cent. 


@ Sums from approximately £20 upwards may be invested. 


@ The expenses of maintaining the Trust, including the cost of dividend distri- 
butions to the Certificate Holders during the whole of the Trust period of 
15 years are provided for. 


Certificates are issued by the Trustees: 


MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD., 


who collect all dividends, etc., and distribute the proceeds by warrant on Ist May and 
Ist November in each year to Certificate Holders. 


Full particulars may be obtained from any Branch of the MIDLAND BANK, from 
your STOCKBROKER, or by writing direct for Booklet “C44” to the 


NATIONAL FIXED INVESTMENT TRUST LTD., 


II a oye 125 PALL MALL, LONDON, S.W.1. iiiig a 
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tion period, the sub-unit purchaser who purchased his 
certificate in the interim would obtain (a) the return of his 
proportionate share in the accumulated dividends included 
in the ‘‘ offered ’’ price of the sub-units on the date of his 
purchase and (b) the benefit of the dividends and other 
cash produce: which the Trust had since received. This 
combined payment would be identical with that received 
by a holder who purchased his sub-units on ex dividend 
terms, immediately after the previous distribution date, 
except that in the latter case the total distribution would 
consist of dividend income, while in the former, part would 
be return of the purchase price and part would represent 
dividends received by the trust since the date of purchase. 

The total cost, to this point, amounts to £4,038 15s. 1d. 
On this amount the managers proceed to calculate their 7 
per cent. service charge, which totals {282 14s. 3d., bringing 
the total cost of a complete unit on that day to £4,321 gs. 4d. 

The further calculation of the sub-unit price illustrates a 
point which has been made earlier regarding ‘‘ sweepings.’’ 
The precise value of one four-thousandth part of the unit 
would be {1.080367, or 21s. 7.29d. The managers, how- 
ever, proceed to adjust their price to the nearest higher 3d. 
multiple, which is 21s. gd. The difference is 1.71d. per 
sub-unit, equivalent to an additional {28 Ios. per unit, or 
very close to one-tenth of the loading charge. The effec- 
tive charge for service, on that day, was therefore nearer 7.7 
per cent. It should be understood, however, that the frac- 
tion varies with the cost of the total unit, and the average 
increment is theoretically nearer five-eighths per cent. 

For “‘ closed ’’ trusts no loading charge is included in the 
calculation, and in calculating the ‘‘ bid ’’ price, at which 
the managers are prepared to repurchase, the brokerage, 
stamp duty and transfer fees are deducted from the pro- 
ceeds. The sub-unit price may thereupon be adjusted 
downwards to the nearest 3d. multiple. A point of interest 
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arises, however, in the calculation of prices 
trust is closed. To maintain a narrow 
‘* bid ’’ and “‘ offered ’’ prices, nrg the trust 
necessary to repay some part of the loading 
seller, since a shilling dealing i 
than the costs of registration of the sale and the new pur. 
chase. When the trust is “‘ full,’’ however, it becomes 
necessary to lower the prices to an “ ex loadi ” 
basis, which may be some 2s. or 2s. 6d. below the “ open ” 
price, and even more if the sub-units have appreciated 
considerably. The dealer, therefore, seeks gradually ty 
reduce his price to a *‘ closed *’ basis. If the market jg 
rising in the meantime, his task is rendered easier, since the 
net reduction can be made without attracting attention 
and comment. Closing has so far been arranged on this 
basis. The resultant prices offer advantageous terms tp 
would-be purchasers, where the managers are still p 

to quote ‘‘ offered ’’ prices, although immediate business 
may not be available in all cases. For the seller, however, 
the realisation of sub-units in a ‘‘ closed ’’ trust involves 
the complete writing-off of a loading charge which is based 
on full service for the life of the trust. Where trusts have 
closed after, say, three years’ operation, this factor must 
obviously be taken into account, although closed trusts to 
date can show a considerable capital appreciation in 
compensation. 

While individual price calculations vary in detail, the 
general principles remain similar for most fixed trusts. The 
precise manner, however, in which the proposed rule, per- 
mitting would-be purchasers to examine the costing sheets, 
would apply to the flexible trusts, whose portfolio may, in 
theory, be entirely changed overnight within the permitted 
limits, would seem to require elucidation. In these cases, 
however, the trustees should be able to provide adequate 
supervision, by calling for this information. 








TRUST DEEDS AND 


ANALYSIS of the comprehensive tables printed on pages 
26 to 29 reveals that nine trustees protect the interests 
of sub-unit holders in as many as 56 fixed and flexible 
trusts. The Midland Bank Executor and Trustee Company 
is responsible for as many as 29 trusts, and Lloyds Bank, 
who were first delegated with powers of trusteeship, come 
second with ro trusts. Royal Exchange Assurance acts as 
trustee for six trusts, National Provincial Bank for three 
trusts, while Williams Deacon’s Bank, Martins Bank and 
General Accident Fire and Life act for two trusts in each 
case. Clydesdale Bank and Equity and Law Life are 
trustees for one trust each. 

The dimensions of the trust movement make it impossible 
to review in precise detail the functions which the trustees 
assume, although the principles of operation have become 
increasingly codified with successive formations. In general, 
their functions are broadly limited to ensuring that the 
managers act within the terms of the trust deed, and that 
sub-unit certificates and income distributions are issued 
correctly. The number of contingencies in which they can 
act on request by the managers or upon their own initiative 
is nevertheless large, and varies for almost every trust. 
Nothing short of the lengthy summary of every trust deed 
would suffice to set these matters forth, and the length and 
ane a | of these documents would produce an unwieldy 
result. e propose, therefore, to follow precedent by 
drawing attention to certain major matters only. In every 
case, copies of trust deeds are available for inspection or 
may be purchased for closer study. It may be pointed out, 
however, that the proposed Stock Exchange regulations 
referred to some nineteen separate points for inclusion in 
the trust deed. These are summarised on a later page. 

It is possible, in some respects, to gain a clearer impres- 
sion of the trustees’ powers by defining their limitations. 
The trustees disclaim, for example, any responsibility for 
the choice of the original portfolio. In the day-to-day run- 
ning of the trust, moreover, it falls to the managers’ duty 
to buy the underlying securities and to secure their transfer 


TRUSTEES’ POWERS 


to the trustees before certificates are issued. The trustees, 
however, before selling any underlying security, within the 
period provided, must receive a certificate from the 
managers that its elimination satisfies the appropriate con 
ditions in the trust deed. In some cases their approval is 
required before an underlying security can be eliminated. 
While the trustee commonly has power to decide upon any 
matters of interpretation arising from the trust deed, the 
managers often legislate on such questions as whether 
moneys or receipts form ‘‘ cash produce ”’ or not, as im the 
case of First Recovery and Hundred Securities. 
trustees of Selective and Keystone, however, make this 
decision after consulting with the managers. The latter, m 
almost every case where the option exists, decide whether 
bonus accretions shall be accumulated or sold and dis 
tributed. 

Trustees usually have powers to require the managers to 
retire if they consider such action desirable in the sub-unit 
holders’ interests, although under a number of trust d 
the managers have taken power to have the matter settled 
by the Chairman of the Brock Exchange. The common 
clause governing this provision is similar to Point (h) 
the section of the Stock Exchange report headed Form of 
Trust Deed or Agreement. The appeal to the Chairman ‘ 
the Stock Exchange appears to have been devised 
anticipation of grants of ‘‘ recognition ’’; it would be a 
teresting to have a ruling on such arbitration in the ev 
of alternative control by legislation, since the point 1s 
considerable importance for sub-unit holders. he tel 
provision in this section, which has also been incorporé 
in a number of trust deeds, requiring the mana yess 
resign on the demand of 75 per cent. of the sub-unit ho 
is unlikely in practise to arise, for any act which aro 
such unanimous opposition would presumably 
trated by the trustee soon after it was conceived. | +t the 

In certain cases the trustee has power to lim itis 
maximum size of any given unit. In some deeds, wae 
explicitly stated that variations of the terms of the 
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Wide Spread Greater Safety 


UNIVERSAL 


fixed trust certificates 


offer to Investors the opportunity to spread sums from 
approximately {20 upwards over a selected list of 


74 first-class securities 


At a price of 22/6 per sub-unit, based on actual income 
distributions made to Certificate Holders on rst April and 
Ist October, 1935, the YIELD was as follows: 


From dividends............ £4.12. 0 % gross 
3. 10 % net 


Sale of bonuses and rights.. £1 e 9, 4 % net 


£6. 5. 2 per cent. 


Sale of recurring bonus..... 











The expenses of maintaining the Trust, including the cost of 
dividend distributions to the Certificate Holders during the whole 
of the Trust period, are provided for. 


Certificates are issued to Investors by the Trustees, 
NATIONAL PROVINCIAL BANK LIMITED 
who collect all dividends, bonuses, rights, etc., and distribute by warrant 


without charge to Certificate Holders on rst April and rst October 
in each year. 


Full information can be obtained from any branch of the 
NATIONAL PROVINCIAL BANK, any stockbroker, or 
by writing for booklet ‘U44’ to the 


COMMERCIAL FIXED TRUST LIMITED, 125 Pall Mall, London, S.W.1 


Telegrams : Comfiz, Piccy, London 
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deed may be effected by supplemental deed, if the 
managers deem it n for convenience or economy, 
or to enable sub-units to be dealt in or quoted on the Stock 
Exchange. Amounts set aside in escrow are frequently 
defined under the trust deed. It is, however, distinctly 
unusual to discover the precise basis of remuneration of 
the trustee, apart from general terms regarding commis- 
sions in respect of banking business done for the managers 
or on transactions in the underlying securities. The exact 
terms, in most cases, are covered by a separate manage- 
ment deed. The Keystone trust deeds, however, specific- 
ally lay down that the trustees may retain any Stock 
Exchange commission, while the managers covenant to pay 
them a sum equal to one-eighth of 1 per cent. on the 
inclusive cost of the investments, subject to an annual 
minimum of 210. 

Certain deeds contain the ominous but seemingly 
legislative provision that the trustees may terminate the 
trust in the event of legislation being passed which renders 
the trust(s) illegal, ‘‘ or its continuance impracticable.’’ 
All deeds, however, closely regulate the procedure at the 
termination of the trust, while additional provisions are 
often made for prior termination, to be governed, say, by 
a minimum of outstanding units of 100,000 or in some 
recent cases by optional notice from the manager after part 
of the maximum life of the trust has expired—e.g. First 
Recovery, which may be terminated after seven years 
instead of ten years by the managers, on giving one 
month’s notice to the trustees. The Limited Investment 
Fund may also be terminated after fifteen years at the 
managers’ discretion. 


TRUSTEES’ RESPONSIBILITIES 


Since a responsible trustee has been the corner-stone on 
which the fixed trust movement has been based in this 
country, it is the more necessary to ensure that his respon- 
sibilities are not misinterpreted or overstated. There is 
some indication that the trustees themselves fee] constrained 
to act in this matter. Some examples of recent advertising, 
for example, carefully define the functions of the trustee, 
pointing out that they act as custodians for the underlying 
securities, collect dividends, distribute the income and keep 





a register of sub-unit holders. In at least « 
required that publicity matter shall ; 
the trustee does not accept responsibility for original & 
vestments nor for changes and eliminations which may 
effected gage Fw pangs eit field. If the manacem. 
rinciple is still further developed, it ma gg. 
sary to reinforce this type of statement. 7 yd 
t this stage of the fixed trust movement it may be asket 
whether on yr issues the — should examine ; 
ssibility of acting in concert for the protection 
bastificate holder. It has been suggested, 
parte, that the trustees, rather than the Stock E ge 
were in the best position to control the development 9 
movement and to protect it from abuses, since their conty 
was exercised every day in the course of business and ths 
in their own interests, they would hardly be willing to ag . 
as trustees for a management group consisting of men | 
straw, whose sole reason for acting was their desire for # 
** emoluments ”’ to be derived from the business. Ther 
force in the suggestion—up to a point. The absence of 
charlatan is one thing; the appointment of a 
insight and experience of investment is quite another. And 
it is precisely with regard to the quality of and selection 
the underlying portfolio that the trustees have been lea 
inclined to legislate. The selection of a portfolio, even 
share of which was dealt in on the London Stock E 
might in certain circumstances form a highly inapp ’ 
medium for the small investor. No authority can 
from the ultimate powers of the management in this 
respect, but the examination of the portfolio or a permitted 
list of investments by a competent investment authority 
can hardly be a bad thing. i 
Nevertheless, there do seem to be opportunities for closer 
working between the trustees than have prevailed so far. 
The fact that three of the ‘‘ Big Five ’ act for three 
quarters of the trusts studied in this survey suggests obvious 
possibilities of liaison. It is worth pointing out, however, 
that Barclays and the Westminster Bank have so far stood 
aside from the movement. If legislation is ultimatdy 
enacted, designed to bring the trustees, the Stock Exchange 
authorities and the appropriate public departments in closer 
co-operation, the investor should clearly obtain increased 
protection. 



















































ELIMINATION AND REPLACEMENT 


Tue concept of “‘ fixity ’’ has been interpreted in a strictly 
relative and Pickwickian sense, ever since the fixed trust 
movement became established in Great Britain. The 
managers of the first all-British trust had discretionary, and 
not compulsory, powers for eliminating individual stocks 
from the portfolio. Their discretion, however, could be 
exercised only in the event of a limited number of unfavour- 
able contingencies, whose nature was rigidly defined. The 
deeds of subsequent trusts have tended to enlarge the area of 
managerial discretion, up to a point at which elimination is 
—on paper at least—as much a matter of management as in 
the case of the ‘‘ managed ’’ investment trusts. 

The following is a fairly representative list, culled from 
existing trust deeds, of contingencies which justify the sale 
of an underlying security :— 

_ (1) If earnings or dividends decline below the average for a 
given number of years. 
(2) If a diminution of profits appears likely. 


(3) If dividends (a) cease, or (b) are about to cease, or 
(c) the managers expect their cessation. 
(4) Suspension of Stock Exchange quotation of any share. 
(5) Inability to purchase sufficient shares. 
“} . fundamental change in the rights of shareholders. 
7 rise in quotations to what, in th * opini 
‘ nn aneconomic eg in the managers’ opinion, 
rice changes which make the shares of any o 
too large a proportion of the deposited property. siti ssiiptiand 
A = oe a yore change due to reconstruction. 
10) Any actual or imminent event like] i 
soure of detriment ely to make the security 
11) If the managers deem it (a) in the best int 
certificate holders to sell or (b) undesirable to co og ‘sine 
(12) ‘‘ Any other reason.’’ ; 


The tendency to make elimination clauses fewer and wid 
is exemplified by the frequent appearance, in the Se oe the 


later trusts, of such phrases as ‘‘ a fundamental it 


‘‘ reasonable cause to think,’’ etc. Frequently a list of 
specified contingencies ends with an ‘‘ any other reason 
clause—which, it is believed, would have fully operative 
legal force. 

How far are these powers likely, in practice, to be exe 
cised? It is clear that the trusts’ experience, which has 
hitherto been confined to a rising market, affords no basis 
for any satisfactory reply to this question. In many cas® 
however, the powers given to the managers are accom 
by stipulations whose effect would certainly appear to lie 
in the direction of delaying sales of securities and increasing 
the difficulty of effecting them. Although the initiative for 
a sale must generally come from the managers, many 
deeds give the trustees a veto. In the British Industries 
group, for example, the decision must be taken 
‘* managers and trustees.’’ In many other cases it appeals 
that managers would be expected to inform trustees and 
obtain their approval before selling. In the case of Fist 
Provincial the managers must give a written opinion. 
the Investors group the managers are to make a req 
the trustees, whe may then sell if they think fit. ; 

The net effect would seem to be that, however wide the 
discretionary clauses, fixed trust managers will not be any 
thing like as free to sell unwanted securities as the 
ments of the orthodox investment trusts. To the latter, such 
sales, within limits, may be almost a matter of routine, 
the light of contemporary market conditions. In the cas 
of the fixed trusts, however, the evidence suggests | 
elimination of any underlying security will be viewed alk 
very serious step, to be taken only as a last resort 
force majeure. Precautionary selling, it may be surmised, 
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SECURITIES TRUST 


you can spread your capital over as many as 100 
first-class dividend- paying British securities 
covering the whole range of sound British 
Investment, including Government funds, banking, 
insurance, property, commerce and industry. 
The Gross Annual Yield is approximately 


Note. This is the approximate Gross Annual Yield at the current price of about 
22s. 3d. per sub-unit, calculated solely on the cash dividends paid on the 100 
selected securities in the past year. Capital bonuses are excluded from the 


computation of yield and are additional. Such bonuses would, if sold, have 
added, in the past year. approx. § of one per cent. to the gross annual yield, 


Sayiit 





THE INVESTMENTS OF THE TRUST ARE DISTRIBUTED AS FOLLOWS: 


Government Funds Stores, Catering & Foodstuffs 10% 
Banking and Insurance Breweries & Tobacco ,.. ... 5% 
Iron, Coal & Steel ... Gold Mining nil eat aes 
Transport & Communication ... "TOG cca. aa ae ee oe 
Light, Power & Electrical oa ee 
quipment Cinteese 265 nce cen eee ews 
Property, Building & Allied Newspapers and Paper Trades 9% 
TeReO xsi con ee 7%  Miscellamccme 2c. cco cco wce 10% 
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LLOYDS BANK LIMITED are Custodian Trustees 

of the underlying securities. They collect the divi- 

dends on the underlying securities and distribute 

the income to Sub-Unit Holders on June 15th and 

December 15th each year during the 15-year life 
of the Trust. 





HERE ARE SOME FURTHER IMPORTANT POINTS: 
1. Sums of approximately {22 10s. and upwards 4. Provision for continuity of management has 
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may be invested through any bank or stockbroker. 
2. The Managers have full power to make the 
Trust cumulative, by retaining capital bonuses in 
the Trust if considered desirable, thereby augment- 
ing the capital value and earning power of the 
investment. 

3. All the securities in the Trust are quoted on 
the London Stock Exchange and constitute a list 
which is tative of the soundest elements 
in British jal, industrial and commercial life. 


been made by the creation of a special fund 
administered by the Trustees. Security Trust 
Managers, Ltd., the Managers of the Trust, are con- 
trolled by interests associated with Dawnay Day & 
Company, Ltd., Merchant Bankers, 15, Moorgat, 
London, E.C.2. 

5. Sub-units are readily marketable since the Man- 
agers undertake to repurchase any sub-units offered 
to them, as explained in the Booklet. 


The Managers strongly advise you to consult your Bank Manager or Stockbroker for 
confirmation of the general desirability of the Trust as an investment for large or small sums. 


For full particulars write, telephone, or telegraph for Booklet EC1 to 


SECURITY TRUST MANAGERS LIMITED 
15, MOORGATE, LONDON, E.C.2. 


Telephones: Metropolitan 3622 (15 lines). 


Telegrams: Security, Stock, London. 
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Date formed 


Type of Trust and 
character of 


Cumulative 
or 
Distributive 


in panel 












MUNICIPAL AND 
GENERAL 
First British ............... 


April, 1931 


Lloyds Bank 


Fixed ; general indus- 
trial, utilities, oils. 


Cumulative 


24 


Distributed 











Second British ............ December, 1932 Lloyds Bank Pe ean ; general a Cumulative 26 Distributed 
utilities, 
Third British............... December, 1933 Lloyds Bank Fixed ; general indus- | Cumulative 28 Distributed 
i ‘utilities, mines, 
Fourth British ............ February, 1934 Lloyds Bank Fixed ; general indus- | Cumulative 24 Distributed 
trial, utilities, oil, 
F Governmen April, 1934 Lloyds Bank Managed ; free o in 116 Proceeds of sales and 21 
‘oreign t il, ; to in- ° 
vest in any Govern- redemptions may be less than aon nt 
ment bonds includ- reinvested. units outstanding, 
ed in panel. (a) ° 
Limited Investment Fund! December, 1935 Lloyds Bank "1 free to in- Stocks or may change 21 Managers 
in any fully shares of | investments within after 15 yearvorafieae 
paid securities of 157 com- | permitted list. if number of units 
57 companies in and 8 less than 400,000, 
permitted list. (6) ritish 
Govern- 
ment stks. 
NATIONAL 
Ba csccnccctens June, 1932 Midland Bank Exec. | Fixed; general indus- | Distributive 27 Distributed 20 Distribution or conversion 
and Trustee. —_ utilities, oil, into otber units, 
eR ccccsciccie July, 1933 Midiand Bank Exec. Fixed; general indus- | Distributive 20 Distributed 20 do. 
and Trustee. trial, transport, 
mines, oil. 
National “ C * .........200 March, 1934 Midland Bank Exec. | Fixed; general indus- | Distributive 20 Distributed 20 do. 
and Trustee. tial, preference 
National “D" _......... July, 1934 Midland Bank Exec. Fixed; general indus- | Distributive 22 Distributed 20 do. 
and Trustee. trial, breweries, 
Commmmasaial .....c..cccc00e November, 1933 oe: Fixed general indus- | Distributive 20 Distributed 20 do. 
k. 
RIN idcsscscnnseseo February, 1934 | National Provincial Placd: British and | Distributive 19 Distributed, except 15 do. 
Bank. Colonial Govern- redemptions which 
ment, Public boards are reinvested. 
and Railways oxed 
interest stocks. 
Amalgamated ............ April, 1934 Williams Deacon's | Fixed; Government | Distributive 30 Distributed 20 do. 
Bank. stocks, industrial 
preference and ordi- 
nary and miniug. 
NID Ssansnascscrsvetecs July, 1934 National Provincial | Fixed; Government | Distributive 74 Distributed, except 
Bank. stocks, industrials, redemptions which 
utilities, oil, mines. are reinvested. 
REE. tesbicseotiencsoen May, 1935 Clydesdale Bank Fixed ; general indus- | Distributive 20 Distributed do. 
trial, iron and steel, 
utilities, mines. 
I catcntaccto meee October, 1935 | Midland Bank Exec. | Fixed; general indus- | Distributive 100 Distributed 15 do. 
and Trustee. trial. 
BRITISH EMPIRE 
British Empire “A” ... | November, 1933 | Midland Bank Exec. | Fixed; general indus- Capital 25 Distributed 20 
and Trustee. trial, breweries, bonuses 
shipping, utilities, up to 
oil. 10% 
dis. ; 
British Empire “‘B" ... | February, 1934 | Midland Bank Exec. a general indus- over 25 Distributed 
and Trustee. al, breweries, oil, 10% 
British Empire Cumula- July, 1935 Lioyds Bank Fined; generalindus- | Cumulative 25 Distributed or re- Distribution or conversion 
tive. trial, | breweries, invested in Trustee into limited Inv, Trust 
utilities. securities or securi- Co. by §ths agreement, 
ties already in and without prejudice to 
= : panel. (a) dissenters. 
British Empire Compre- | October, 1935 Lloyds Bank Fixed; general indus- | Cum. With 150 do. (b) 20 do. 
hensive. trial, ’ breweries, uti- | discretion re 
lities, mines, rails, | fractions. 
oil. New issue 
rights sold 
and dis. 
DAWNAY DAY i 
Investors General......... February, 1934 Royal Exchange | Fixed; general indus- |) : 24 Distributed or re-| 20 Distribution or option 
Assurance. trial, utilities, invested in Trustee conversion 
breweries, mines. securities, or securi- investment. 
ties already in 
panel. (a) 
Investors Second General | August, 1935 Royal Exchange | Fixed with flexible 27 do. (a) 15 | Distribution or after 10 
Assurance. peetsions (b) ; gene- and in any similar ars’ option, eee 
ral industrial, utili- security. (c a 
ties, breweries, mW without prejudice to dis 
mines. Capital not. 
Investors Gas & Electric May, 1934 Royal Exchange | Fixed with certain Saleen 14 Distributed or re- 20 =| Distribution or option of 
Assurance. flexible provisions over invested in Trustee conversion into new 
(b) ; gas and electri- 10% securities, in securi- of similar charactef. 
city equities. accumu- ties already in 
mans —, or = similar 
smaller securities. ~~ 
Investors Gold ............ March, 1935 Royal Exchange | Fixed with flexible || bonuses 14 ao , 10 | Distribution or offer 4 
Assurance. provision (6); gold u- without percentage convert into 
mining shares. lated if restriction. (¢) vestment. 
> practic- < 
A . F able at after 15 
Provident Investors...... November, 1935 Martins Bank Fixed with flexible Mana- 30 do. 20 Distribution ~. convert 
provisions (b) ; gene- | | ger’s dis- ie Co. with 
ral industrial, utili- || cretion. into Inv. to dissent. 
ties, stores, consum- New out prejudice 
* ers’ 0 : 1 I 
Security First ............ July, 1935 Lloyds Bank Fixed’ with flexible || rights 23 do. 20 art 
provisions (5) ; gene- sold and but only in securities 
ral industrial, iron istri- included in panel. (f) 
and steel, breweries, buted. 
Hundred Securities October, 1935 mines, rails. | do. 
oeeee , Lloyds Bank Fixed with flexible 100 do. 15 
provisions (b) ; Gov- and in similar 
ernment securities, securities. (g) 
iron and steel, trans- 
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FLEXIBLE TRUSTS EXISTING ON MARCH 4, 1936 


Maximu™ | Open Certificates, 
size of | “or Sub-units | Bearer or —— t or Distribution Trust 
Trust | Closed Registered (% “ Escrow” Provision Dates Other Particulars 
(Units) initiat | Subse 




































































,000 | Open 10 6%, plus § of 1% p.a. of 1 Apr., Oct. Investment in any one | Foreign Govt. Bond. 
eats average value of depo- se Bw not to poms | 5% 
sited property of Trust Fund, except 
British Govt. securities. 
a. least 50 
2,000,000 | Open 10 Bearer | Preliminary charge 2 ith of change 15 Jan. b) Investment in any one | Limited Investment Fund. 
units brokerage of ihe a distributed half- Jan.. July ye tne not to pa howe 
Annual charge § of 1% Trustees 5%, except British Govt. 
p.a. of ted pro- cod Managers. securities. Normally at 
y for and least 40 securities will be 
Trustees. 
Not stated | Open 10 Registered 5 ) (| 15 May, Nov. National “ A.” 
Not stated | Open 20 Registered 5 15 Feb., Aug. on National “ B.” 
Not stated | Open 20 Registered 5 15 Apr., Oct. National “ C." 
Not stated | Open 20 Registered 5 1 Jan., July - National “ D.” 
Not stated | Open 20 Registered & Provision made and 15 June, Dec. Commercial. 
, agreed by Trustees | 
Not stated | Open 20 Registered 2 and Auditors of 15 Jan., July Gilt-edged. 
Management Com- 
panies. 
Not stated | Open 20 Registered 5 15 Apr., Oct. Amalgamated. 
Not stated | Open 20 Registered 5 1 Apr., Oct. Universal. 
Not stated | Open Registered 5 1 June, Dec. | Power to omit any secu- | Scottish. 
rity in constitution of 
new units. 
Not stated | Open 20 Registered 5 || 1 May, Nov. | Power to omit any secu- | Century. 
rity in constitution of 
new units. 
500 | Closed 15 Registered 5 [| 1 June, Dec, British Empire “ A." 
500 | Closed Registered 5 1 Mar., Sept. British Empire “ B." 
Provision made under P 
control of Trustees. ‘ it 
500 | Open Registered 7 1 May, Nov. | (a) But such investment | British Empire Cumula- 
must not increase one tive. 
security by more than 
6. 
500 5 Bearer 15 Mar., June, | (6) Any security not to be | British Empire Compre- 
ine = 4 L| Sept., Dec. "| “increased by more than | hensive. 
50% by such investment. 
Power ceases when any 
25 securities have heen 
wholly or partially eli- 
minated. 
400 | Closed 20 Registered 5 (| 1 June, Dec, | (a) Provided total holding | Investors General. 
(approx.) of any security does not 
exceed 10% of total 
value of unit. 
(b) Power to vary or elimi- 
Mar., Se () Ba T° oy 3 | Investors Second General, 
1 Mar., t. | (c) But not more n nves 
500 | Open 20 Bearer 6 , in one year. 
500 A 1 May, Nov. | (d) But not more than 2 Investors Gas and Elec- 
Open 20 Registered (a 5 x) One-third of loading in any one year. tric. 
" charge set aside to 
cover Trustees’ and 
Manager's lex 
ses. er 
400 | Open 20 Registered 6 | oom np 1 Oct., Apr. | Managers prepared to ad- | Investors Gold. 
“es “in escrow” and vise as to amortisation. 
’ (e) Not intended to make 
yearly. more than three changes 
per annum. 
600 | Open 20 B 7 15 Apr., Oct. Provident Investors, 
1 Feb., Aug. Restrictions on dispro- | Security First. 
600 | Open 20 Bearer 7 —" yon investment. - 
15 e, Dec. ) But not more than 5 | Hundred Securities. 
600 | Open 20 Bearer 7 hee Oe saraie 
(approx.) trust period. Restric- 
tions on disproportion- 
ate investment. 
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ALLIED INVESTORS 
British Industries Ist 
Portfolio. 





Midland Bank Exec. 


Reinvested 















































British Industries 2nd | November, 1934 r 20 é@o 
Portfolio. and Trustee. mines, and alterna- 
breweries. —_ ss 
British Industries 3rd | November, 1935 | Midland Bank Exec. | Do.; general indus- do. 25 Reinvested 20 do. 
Portfolio. and Trustee. trial, —_imsurance, and alterna- 
mines, utilities. = y 
British Industries 4th | November, 1935 | Midland Bank Exec. | Do.; general indus- do. 25 Reinvested 20 éo. 
Portfolio. and Trustee. trial, oils, mines. and alterna- 
tive panel 
of 10. 
TRUST OF 
INSURANCE . 
Trust of Insurance Shares June, 1934 Williams Deacon's | Managed; free to in- | Cumulative | 31 Ins. Co,'s Reinvested 20 Distribution of contings 
Bank. vest in Insurance and Brit. Trust. 
stock or shares in and 
paneland Brit.Govt otherTrus- 
and Trustee securi- tee securi- 
ties. (a) 
Trust of Bank and Insu- | October, 1935 | Midland Bank Exec. ; free to in- | Cumulative | 52 Insurance, Reinvested 21(d) | Distribution shares or at 
rance Shares. and Trustee. vest in Bank, Dis- Banks and or option continue Trust, 
count and Insurance discount, Brit. 
shares in panel and Govt. and 
Brit. Govt. and Trustee 
Trustee securities.(c securities. (¢) 
Trust of Bank Shares ... | December, 1935 | Equity and Law Life | Man ; free toin- | Cumulative |40 Banks and Reinvested 21(d) do. 
Ass. Soc. vest in Bank and i t 
Discount shares in issues and 
panel and_ Brit Trustee 
Govt. and Trustee securities. 
securities. (f) 
PROVINCIAL 
First Provincial “‘ A” March, 1934 Midland Bank Exec. | Fixed; Indust. Pre- | Distributive 26 Distributive (a) 20 Realisation and distribe 
and Trustee. ference only. tion within three month, 
First Provincial “‘ B” November, 1934 | Midland Bank Exec. | Fixed; Govt. secs., | Distributive 32 20 sai 
and Trustee. utilities, transport, 
mines, genl. indust. ; 

First Provincial “ Re- | January, 1936 | Midland Bank Exec, | Fixed; genl. indust., | Cumulative 50 Distribution or re- 20(c) [aS es 
serves.” and Trustee. fron and steel, oil, if invested in panel.(b) Trust, or Inv. Trust 
mines, utilities. practicable. 

KEYSTONE 
Gold Producers 1 ...... April, 1933 Midlan: i— Exec. | Fixed; Gold Shares | Distributive 15 Distributed 10(a) Distributed 
an Trustee. 
Gold Producers 2 ...... May, 1934 ——~ > Exec. | Fixed; Gold Shares | Distributive 10 Distributed 10(a) Distributed 
an rustee. 
Gold Producers 3 ...... January, 1935 — Exec. | Fixed; Gold Shares | Distributive 20 Distributed 10 Distributed 
an rustee. 
I i February, 1934 | Midland Bank Exec. | Fixed; Gold Shares, | Distributive 20 Distributed 10 Distributed 
and Trustee. 20 per cent. in de- 
; ‘ velopment stage. 
Group Units :— , 
Brewery and Distillery March, 1934 or } ee Exec. | Fixed; brewery shares) Distributive 14 Distributed 10 Distributed 
rustee. 
NN iinet March, 1934 anions Bonk Exec. | Fixed; textile shares | Distributive 13 Distributed 10 Distributed 
an rustee. 
Iron, Coal and Steel... | March, 1934 | Midland Bank Exec. | Fixed; heavy indus- | Distributive 15 Distributed 10 Distributed 
: and Trustee. try shares. 
BF cciccsescoomsnegiianiats March, 1934 Midland Bank Exec. | Fixed; oil shares ... | Distributive 13 Distributed 10 Distributed 
rustee. i 
Home Rails ............ March, 1934 Midland Bank Exec. | Fixed; rail stocks ... | Distributive 18 Distributed 10 Distributed 
and Trustee. , 
Stores and Products... | March, 1934 Midland Bank Exec. | Fixed ; _ industrial | Distributive 17 Distributed 10 Distributed 
and Trustee. shares. , 
Keystone Certificates ... | September, 1935 | Midland Bank Exec. | Fixed profit-sharing; | Distributive 53 Distributed 10 | Distribution (1 year a 
and Trustee. general industrial, — i —, 
mines, iron and exis Trust 
steel, stores, etc. — into Investmeat 
rus’ 
Keystone Second Certifi- | December, 1935 | Midland Bank Exec. do. Distributive 50 Distributed 10 do. 
cates. and Trustee. — 
BRITISH GENERAL 
British | General Series June, 1934 General Accident, | Fixed; indust., iron | Cumulative | 23 and alter-| Reinvested in alt. Distribution 
A Fire and Life. and steel, oil, mines. native panel} panel. 
. ‘ f 10. , 
British | General Series | October, 1935 General Accident, | Fixed; do. Cumulative 27 and ‘ie Reinvested in alt. Distribution 
Cc Fire and Life. native panel} panel, 
of 10 and 
Fi r : Trustee secs. , to 
irst Recovery Trust ... | February, 1936 Martias Bank Managed ; investment | Cumulative | Securities of | Reinvested within 10 og option 
permitted in an 64 com po 
Security of Co.'s rm a -_ ment Trust Co. shares 
cluded in panel. — 
SELECTIVE 
SERED 1 © enconeeennee May, 1085 Royal Exchange | Fixed; indust., trans- | Bonuses dist.| 26 | Distributed or te-| 15 | Distributed, or altemativ 
Assurance. port, stores, brewer- | up to 10% invested in panel or . 
ies, mines. may be re- Trustee securities. 
tained or dist. 
Selective “B"” ............ May, 1935 Royal Exchange do. =— ve 26 do. 15 do. 
Assurance. ad 
_ PROTECTED 
First Protected ......... November, 1935 | Midland Bank Exec. | Fixed; building, iron Fully 29 Either applied to 20 Distributed 
and Trustee. and steel, transport, | Cumulative sinking fund, tfe- 
oil, rails, mines, in- invested in panel or 
dustrials, distributed. 
Te: ft, eee | te esl Po ee 
. umulative capit . poli 
or Trustee secs. rn anit 
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i by} Open 10 1 istered | $% plus 4 of 
owed pry women Bt Jan. July | (a) Net snoee then 10% of { Trust of Januranae Shaves. 
tions funds. and not more 
shown than 3%, of any com- 
under pan 's issued share cap- 
Pd tal may be held. 
lars.” oe Ee tectaetentiee 
o Open 10 1 | Registered do. 30 Apr., Oct. | (c) Not more than 7}% in | Trust of Bank and 
or Bearer any Co. and not more | Insarance Shares. 
than 5% of issued capital 
of any Co. to be held. 
pots ty Sa ag 
m 
» | Open 20 wit a ey do. 18 Mar., Sept. | (@) May be ended after 18 | Trust of Bank Shares. 
bearer) 6 Corils Mabilities cov- 
ered by Trustee secs.,cash,| 
insur’ce or 
(f) Not more than 7#% in 
any not more 
po prs ha issued capital 
of any Co. to be . 
500 | Open | 5,000 | 25 1 | Registered 3 20 Feb., Aug. | (a) If Manager thinks fit | First Provincial “ A.” 
500 | Open | 5,000 | 25 1 Registered 5 16 Dec., June First Provincial “‘ B.” 
Not stated; Open | 8,000 | 25 1 Registered 7 Proportion of service | 15 Mar., Sept. | (6) Total holding of any | First Provincial ‘“ Re- 
one security not to ex- | serves.” 
ceed 24% of the total 
issued. 
(c) Prior termination if 
number of sub-units falls 
below 100,000. 
At discre- | Closed} 1,500 10 5 Registered 10% added to cost Managers have in each | Feb., Aug. | Amortisation m | Gold Producers 1. 
tion of case set aside funds left to holders’ judgment. 
Trustees | Open | 2,000 | 10 5 | Registered do. with Trustees to pro- | Feb., Aug. Gold Producers 2. 
and vide for Trustees’ fees 
Managers | Open | 4,000 10 5 | Registered do. and future management] Feb., Aug. Gold Producers 3. 
” Open | 2,000 | 10 5 | Registered do. Feb., Aug. Rand. 
Group units :-— 
” Open | 2,000 | 10 5 | Registered 5%, added to cost do. May, Nov. Brewery and Distillery. 
” Open | 2,000 10 5 | Registered do. do. May, Nov. Textile. 
” Open 2,000 10 5 Registered do. do. May, Nov. Iron, Coal and Steel. 
” Open | 2,000} 10 5 | Registered do. do. May, Nov. Oil. 
a Open | 2,000 10 5 | Registered do. do. May, Nov. Home Rails. 
” Open | 2,000} 10 5 | Registered do. do. May, Nov. Stores and Products. 
” Open | 7,500 | 20 5 | Registered 8 do. Apr., Oct. see me lle Keystone Certificates. 
payment = ae 
expenses, nstalment 
facilities avail- 
” Open |10,000| 20 5 | Registered 8 do. Jan., July able. .o— Second Certi- 
500 | Open | 4,000 | 10 5 | Registered 6} 15 Jan., July | (a) Mesege any ee British General Series “‘A.'” 
in bn 75% of sub-unit holders. rere . 
1 -. t. ish General Series “ C.’"” 
500 | Open | 4,000] 10 | 5 | Registered 6 ie () Not more than 7}% to 
be invested in ong Co., 
and not more than 74% of 
Not stated | Open 100 5 Bearer | 5% and tof 1% of sane 15 June, Dec. on of rere, First Recovery Trust. 
market jue rus! .—Series closed. 
Series “‘C” has identical 
os panel. 
Tobe | Open | 4,000] 20 5 | Registered 6 15 May, Nov. « Selective “A.” 
limited 
Trustee 
” Open | 4,000 | 20 5 | Registered 6 15 Feb., Aug. Selective “ B.” 
Not'stated| Open |6,000| 20 | 5 | Registered % 31 Mar., Sept. | Price inctudes 2s. capital | First Protected. 
ucing 3s. sub- 
unit at end ‘ 
Bonus —— added to 
Sinking or panel. 
Not stated | Open | 6,000 | 20 5 | Registered 74 = Similar to First Protected | Second Protected. 
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will be practically non-existent; and, in practice, elimination 
will be undertaken reluctantly, only after the occurrence of 
some decisively unfavourable event. 

So far as the recent history of the movement affords any 
guidance on this point, it tends to confirm the view we have 
expressed. Up to the present, we understand that actual 
sales have been confined to certain of the flexible trusts 
which, in this respect, are in a special position. The in- 
formation which we have received suggests that no fixed 
trust, properly so called, has so far eliminated a single 
security from its portfolio as originally advertised. In more 
than one case, however, such action has appeared to be well 
within the discretionary limits of the trust deeds. For 
example, fourteen trusts hold the ordinary stock of Burmah 
Oil Company. Three of these trusts formed their units 
before the company paid a capital bonus of 334 per cent. in 
June, 1934, and the trust deed of at least one of these 
(National ‘‘ B ’’) provided that all capital bonuses were to 
be “‘ distributed ’’ to certificate holders. Subsequently, 
however, the company reduced the percentage rate of pay- 
ment on its capital, as increased by the bonus. For a “* dis- 
tributive ’’ trust this development was equivalent in every 
sense to a reduction in dividend. It is understood, however, 
that Burmah Oil has not been eliminated. 

The majority of trust deeds (apart from those of the 
‘* flexible ’’ trusts) afford no powers for the reinvestment of 
the proceeds of sales of ‘‘ eliminated ’’ securities in other 
stocks or shares. A limited number of fixed trusts proper, 
however, have gone some way in this direction. Some have 
an ‘‘ alternative panel’’ of securities, from which the 
managers, with the approval of the trustees, may select any 
share for the reinvestment of proceeds of the sale of an 
existing security. Other deeds allow reinvestment in 
trustee stocks, or confer discretion on those concerned to re- 


invest, up to a given total limit, in any remaining sock i 
the original list, or permit a limited purchase of gp 
securities to those already held—or to combine More than 


one of these possibilities. 
Among the “‘ specialised ’’ fixed trusts, the of 
‘* substitution,”’ happily, has received closer attention, The 
gold share trusts generally follow orthodox lines, and the 
Gilt Edged Trust has no panel of alternative in 
The Investors Gas and Electric Trust, however, has the 
alternative powers characteristic of other trusts in its 
plus ability to reinvest in the shares of any outside gas o 
electricity undertaking, subject only to a limitation of the 
number of such “‘ outside ’’ investments, in any year ending 
April 30th, to two. The Foreign Government Bond T 
is an example of the true “‘ flexible ’’ trust, with a 
panel of securities within which the managers may 
‘in ’’ or “‘ out,’’ within certain widely drawn limits. The 
trusts in this category come nearest to the ‘‘ open-end unit ” 
type, and are the subject of the next chapter of this q 
The conclusion would appear to be, on the whole, that 
(apart from the “‘ flexible ’’ trusts) the organisation of the 
British fixed trust movement does not make for ici 
in response to changes in underlying conditions. Powers of 
elimination are widely drawn, but are likely to be conserva- 
tively applied and tardy in operation. Powers of substity. 
tion are non-existent in many cases, and restricted in most, 
It is clear that the movement as a whole has onl 
begun seriously to consider the possibility that, in given 
circumstances, the problem of ‘‘ switching ’’ may demand 
at least as close consideration as that of the original choice 
of a portfolio. If, however, wide substitution powers were 
to become common form with future fixed trusts, far-reach- 
ing questions regarding the qualifications of managers for 
management would necessarily arise. 





THE TREND TOWARDS “FLEXIBILITY” 


THE fixed trust movement has been active in this country 
for five years. Has it already reached—or nearly reached— 
its zenith? Fixity, either absolute, or qualified to permit 
eliminations ‘‘ in the best interests of certificate holders,”’ 
may be passing. The public is now accustomed to take 
the unit trust as granted, and there is no Jonger any need 
to overcome lingering prejudices against management by 
stressing the inviolable nature of a fixed panel of securities. 
Within a comparatively short space of time some of the 
leading managements have become converted to the prin- 
ciple of flexibility. So far, however, they have not so 
much embraced as cautiously felt their way towards the 
“new ’’ doctrine. Its slow realisation may be indicated by 
the fact that at present only two managed industrial share 
trusts have been formed—although these were preceded by 
four trusts operating in specialised fields. 

It is remarkable that the investor had to wait so long for 
the non-specialised managed trust, in view of the example 
set by the early specialised trusts, such as the Foreign Bond 
and Insurance units. The reason, possibly, may be found 
in the rapid expansion enjoyed throughout 1935 by the 
majority of the groups, and by the all-round nature of the 
advance in industrial equity prices. A slower upward 
movement, accompanied by specially active market 
features—which may represent the future course of equity 
share movements at this stage of the credit cycle—would 
naturally present more opportunities for a successful policy 
of selective investment. The managed unit, like its fixed 
forerunner, may have arrived opportunely upon its hour. 

Provided that the right insistence is placed upon 
management, there is no necessary reason to lament this 
development. It might be otherwise if the virtues of 
management were used merely as an addition to the 
lengthening list of ‘‘ selling expedients.’”” If management 
is to become the future basis of the unit trust movement, 
the public will rightly inquire—and should be fully in- 
formed—-as to the capacity of the management which 
proposes to administer its funds. 
is, however, is a future contingency. So far, quality 


of management has not been greatly emphasised in the 
case of these trusts. It is true that the board of Trust of 
Insurance Shares, Ltd., is a specialist body of insurance 
company directors, who may be presumed to have speci 
knowledge. Yet their expertise receives less stress in the 
publicity matter of this trust than the progressive nature 
of insurance investments in general. The Limited Invest- 
ment Fund and First Recovery Trust appear under the 
auspices of existing managements, but while both stress 
the desirability of ‘‘ switching ’’ for successful industrial 
investment, no attempt has been made to stress the quali- 
fications of the respective boards of the management com- 
panies for such operations. A promising future may lie 
before the management company which can persuade the 
public to buy sub-units on the quality of its personnel, oF 
its record in investment management. So far, however, 
the larger City interests have not been inclined to expet- 
ment in this direction. The investment trust movement 
still stands aloof from the development of the 

trust of the unit type. 

Examination of the management problem may well be 
conducted along four lines. What is the extent of invest: 
ment scope in existing trusts of this type? What — a 
ficant changes in portfolios have been undertaken? What 
comparison does the scale of charges bear to existing I 
vestment trusts? What future trends and safeguards may 
be envisaged ? ; 

As these words are written, one foreign bond, two indus- 
trial and three ‘‘ money share ’’ trusts have been formed. 
It is learned, however, that further trusts of this character 
are in contemplation by certain existing managements, 
the issue of three new trusts of this type may be only 4 
matter of days. The basic characteristics of existing 
managed-type trusts may be gathered from the compre 
hensive tables on pages 26 to 29. They include two 
Municipal and General formations (Foreign Bond ; 
Limited Investment Fund), the three trusts in the Trust 0 
Insurance group (Insurance, Bank, and the com 
Bank and Insurance units) and First Recovery Trust, 
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A MANAGED TRUST OF THE UNIT TYPE UNDER THE 
SAME MANAGEMENT AS THE TRUST OF BANK & 
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‘the \ INSURANCE SHARES AND THE TRUST OF BANK SHARES. 

= t 

: TRYST . 

aS OL 

f the i t 

ding 0 \ : 

INSURANCE . 

bes : 

nit ” | . 

3 SHARES . I 

rh | | ' 

icy : 

ast NEITHER THE GREAT WAR nor the world crises that 

Stitye followed it have checked the growth of British Insurance ; 

nost. and the capital appreciation of British Insurance shares. The t : 

me Economist Index shows that an investment of £1,000 in 1913, | ; 

be spread over the ordinary shares of twenty-four leading Insurance 

hoice companies, had appreciated by 31st December, 1935, to £4,811, 

eo a capital gain of £3,811. In addition the investor would have 

3 for received regular and increasing dividends throughout the 
whole period. The average return to the investor in dividends ; 
received and capital appreciation accrued over the past ten 
years on the shares of the companies included in the Trust 
of Insurance Shares is equivalent to a yield of more than . 
II per cent. per annum, free of income tax. 

Before the formation of the Trust of Insurance Shares a spread 

| the of investment in this market was almost impossible for the | 

ae investor of moderate capital; the cost of the shares is high, in 

ecial many cases running to £20 or £30 a share, and many of the 

a the shares carry with them a heavy liability for uncalled share capital. 

_ By the purchase of “‘ Insurance-Unit ” certificates the investor 

+ the | obtains a spread over a well-distributed list of shares in leading 

on British Insurance companies free from personal liability. The 

uali- | portfolio of the Trust contains a quantity of British Govern- 

com- ment and other Trustee securities sufficient to cover the 

pu entire liability for uncalled capital, and the Trustee must 

1, or maintain these securities in due amount. 

ever, { 

a | Units in the Trust of Insurance Shares were first 

aged | offered to the public in June 1934 at 19s. 9d. 

The initial yield was then estimated at £3 10s. od. 

l be The actual yield to an original investor for the 

vest: first 18 months has been at the rate of 

That £3 148. 10d. per cent. per annum. The current 

g in- price of the Units is 238. 9d. 

_ | 

dus TRUSTEES: WILLIAMS DEACON’S BANK, LIMITED 

ned. ) MANAGERS : TRUST OF INSURANCE SHARES LTD. 

“a | 29 & 30 CORNHILL, LONDON, E.C.3.. TEL.: MANSION HOUSE 5467 

ly a 

ing Booklet containing full information as to this Trust 


pre- | may be obtained through any Stockbroker or Bank 
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British General formation. The Municipal and General 
trusts of this type have a wider potential range of invest- 
ment than the remainder. The Sonia Government Bond 
managers are free to invest (subject to a maximum of 5 per 
cent. in any security) in some 116 foreign bonds, ranging 
from the comparatively secure Argentine list to the de- 
faulted Chinese railway issues, and from the exempl 
Siamese Government bonds to the Greek loans for whic 
the creditors’ organisations have pressed—so far in vain— 






























widely diversified, for only one of the permit 
did not appear in the portfolio at the end of last year 4 
records form the basis for the following compara 
analysis, which illustrates the changes in the prac. 
fully- and partly-paid shareholdings between 
1934, and a year later: — . 


Trust oF INSURANCE SHARES 
Percentage Distribution of Investments by Companies _ 





























































for more than the 35 per cent. of interest, which the Greek Dec. 31, | June 30, | Deeg 
authorities refuse to exceed. The world, in fact, is their a 1985 ra” 
oyster. Three half-yearly statements are now available for : — 
this trust, and are presented in tabular form below:— ——pritanaic 1, mm Pa he | he | 
ial IU snnceceotencnegecencceasescens 5-99 3-34 2-16 
ForeicN GovernmENT Bonp Trust eal fle d--- ass.) eke | Ree 
: nee jf PhBADIE £1 ....0c00.ecercerveseenserrsersecesereneeenes 4°83 4:42 Hi 
Geographical Distribution of Investments Sil aciillelinedlipaenhacensnendiatanii 3-15 3-62 5-35 
iI cesalllicscadenasionescbbasih 3-74 
Other athspeld GIEED. occnstinhncciternescstgneiic 5-33 ; 7 +o. 
Area saat ~ "Yim Wilbore oe Total fully POibncecovnessscosevsessseseesses 41-06 30-41 | are 
Atlas £5 a plete 3 
e a eo as £5; L nseeeeeeeeeeeeeeesenereereeses 94 4°82 3:8 
3 i) /o ic) Eoonomic £1; 58. paid ...........ccsccccceeenecees 5-38 . \ 
Central and South America :— Legal and ots IE Ladeebnenonesien 3-66 He He 
AMentine............+.eeeeeeeeee 14-6 11-0 13-7 London {£2 10s. ; £1 5s. paid .........c0.ss00000 3-87 4-33 49 
SET Sectunnepainasshontduberhnans 21-8 11-6 10-1 London and Lancashire £5; £2 paid ........... 3°64 3-39 4% 
SID ncdauntsiaietntenterennte 4-9 4-1. i North British and Mercantile £5; £1 5s. paid 4-39 4-31 3-85 
iinbininsneunseindinboianes 9-3 2-6 3-3 Royal 1; 10s. a] “asacacarcecsseeenernnantneoee 8-46 4-0 4-82 
SE ED ccccsdcecccenss . . 
TObAl .....00.00re-cererseeees 50-6 29°38 31°8 Sun Fire {17 50 peid. omnes ve ancthijeccabinanta 3-10 1-31 io 
— pon Other partly GBI GB .2000000cccccccecescconcece 13-47 18-13 19-50 
III: iincncdnspsacubennentniipiliie 7-5 14-6 12-8 Total partly paid.........ccccccsesseesseees 48°34 48-47 : 
| ae 3 2:9 Trustee serait and Ga 10- iz | ea 
ee eae 12-4 33-8 23-2 - ” ad 
N E. t:— . . . . . : . 
aE 0-9 1-0 2-0 Changes in the individual percentages, it should again 
saan: 1-7 0-7 0-6 be emphasised, allow no precise estimation of policy in the 
tae: = — ne case of an expanding trust. During the period shown in 
the table, however, it is evident that the managers have 
ia. cedsati = ar 3-8 extended their interests in partly-paid shares in 
(tae ReaUteNE 28 2¢ 5-3 proportion than in fully-paid shares. The latter have 
SE isiiciaswanicquaicen: 0-9 2-9 7-5 dropped by nearly io per cent., but the former are 5} per 
ee 1 +4 — cent. higher, with a corresponding increase in Trustee 
Tecan te 4-8 e Securities and Cash to cover uncalled liabilities. Indi- 
_——_ ea aac 14-7t 84° 9-1* vidual changes have less obvious effects, but the reduced 
Oe 29-0 27-6 36-4 percentage holdings in Commercial Union and Yorkshire 
aie oe — —_ fully-paid and Economic §s. paid shares are most striking, 
DR te aa while contrast is provided by Prudential ‘‘ A ’”’ and Legal 





+ Includes Danzig, 3-6 per cent. ; Bulgaria, 3-6 per cent. ; Czechoslovakia, 2-8 per cent. ; 
Finland, 1-7 per cent.; Roumania, 1-8 per cent.; Denmark, 0-9 per cent. ; Hungary, 0-3 
percent. {Includes Chile, 4-7 per cent.; Guatemala, 2-1 per cent.; Mexico, 1-7 per 
cent.; Peru, 0-8 percent. * Not separately specified. 


It is, of course, impossible to give any precise value to 
these changes. It is not impossible, in theory at least, that 
no single sale has been effected during the life of the trust, 
and that changes in distribution arise from the disposition 
of new funds which are placed with the Trust. It is likely, 
however, that the percentage changes do conceal positive 
management changes and that, in fact, a fair degree of 
switching has occurred. 

On the assumption that the Trust has continuously 
expanded, however, the apparent falls need this qualified 
interpretation. Marked changes are apparent during the 
year to September last. Central and South America, which 
accounted for over half the value of investments of Sep- 
tember, 1934, accounted for less than one-third a year 
later. The Trust, in common with many other investors, 
reduced its percentage holdings in Brazil at the end of 
1934, when the first uneasiness became apparent regarding 
the security of service under the 1934 Debt Plan. The 
Argentine percentage has been only slight'y red..ed, on 
balance, but the miscellaneous holdings had been iargely 
reduced by September. The reflection of the year’s 
changes in South America is shared almost equally between 
Far Eastern countries (though with considerable inter- 
vening oscillation in Japanese bonds) and between Europe. 
Some of these changes, such as the increased participation 
in Belgium and Norway, might have been capectadl but, 
like all bond investors, the Trust appears to be pursuing 
a highly selective policy in Europe. 

The only other managed unit trust for which distribution 
records are available over a period is the Trust of Insur- 
ance Shares. This trust has a permitted range of invest- 
ment in 31 offices, with 41 partly- and fully-paid shares, 
subject to a maximum of Io per cent. in any one company 
and 5 per cent. of its share capital. It has already become 


and General {1 paid. 

Although records are available only for these two trusts, 
they provide distinctly interesting possibilities for the 
future. There has been evidently willingness to ‘‘ switch, 
even if, in the Trust of Insurance shares, it has been, m- 
evitably, restricted to changing the ‘‘ weights ”’ allotted to 
the component shares. Before proceeding to discuss 
management charges, we may briefly examine the scope of 
the remaining managed unit trusts. The two Bank and 
Bank-Insurance units follow the general lines of the Insur- 
ance Share Trust. Both carry the advantages of diversif- 
cation for the small investor into a field where high quota- 
tions and uncalled liabilities have hampered his participa- 
tion hitherto. The Limited Investment Fund and its 
successor (under different management), First Recovery 
Trust, are at present the only industrial trusts of this type. 
The former has a permitted range of investment m 
debentures, preference and ordinary shares of 157 pe 
panies, with full liberty to switch, subject to limitations ¢ 
5 per cent. in one company, and a minimum of 40 secifr 
ties. Underwriting and pool operations are not perm 
and the units, of course, are to remain “‘ ungeared.” The 
First Recovery Trust (with an objective which 1s rather 
more ambitious at this stage of the recovery cycle) 7 
formed to hold securities ‘‘ with large possibilities of 
creased earnings and capital appreciation.”’ Its inves a 
scope ranges over the securities of some 64 yer pr 
which the iron and steel, engineering, textile an shipping 

oups are well represented. The limitation 1s eomnreae 
arger for individual companies (7$ per cent.), and, } It 
the Limited Investment Fund, the trust 1s cumule ‘ 
is, however, only of 10 years’ duration, compared 


maximum life of 21 years for the Limited Invest 
Fund. An unusual feature of the Trust is the 
purchase of 100 units, which are quoted just below ity 
Management, diversification and controlled adapta 
are put forward as the attraction of these trusts. Compared 
with some fixed trusts of the general type, their current 
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A MANAGED TRUST OF THE UNIT TYPE UNDER THE 
SAME MANAGEMENT AS THE TRUST OF INSURANCE 
SHARES AND THE TRUST OF BANK SHARES 


TRYST 


0 1 
BANK & INSURANCE 1] 
SHARES 


THE IMPREGNABLE STRENGTH OF THE GREAT : 
financial industries of Banking and Insurance has been i 
demonstrated beyond any doubt by the events of recent years ! 
—British Banks have emerged from a succession of world- 
shaking crises with their resources unimpaired and their 
prestige greatly enhanced, British Insurance Companies with 
an unbroken record of increased assets and increased profits 
and continuous growth in the capital value of their shares. | 
As a permanent investment, the certificates of the Trust of | 
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Bank & Insurance Shares offer safety of capital with certainty | 
of regular income. The certificate holder is a sleeping partner i 
in the two most powerful and best managed industries in the 


world. The services rendered by these industries to every 

branch of trade and commerce are essential services, without ’ 

which no industry could function and the constant and in- i : 
evitable demand for those services by industry as a whole, ; 

whatever may be the seasonal or local depression in individual H 
trades, gives to Banks and Insurance Companies an exceptional i 
stability of earning power. Their vast resources, handled 
with the skill born of long experience, are an indispensable 
part, not only of the industrial equipment of Great Britain, | 
but of the machinery of international trade. 

Up to now shares in Banks and Insurance Companies have had 

one demerit as an investment—the liability which generally 

attaches to them in respect of uncalled capital. The formation 

of the Trust of Bank & Insurance Shares enables the investor 

of moderate capital to acquire an interest, free from any ! | 
personal liability, in a portfolio selected by experts from the 
shares of 52 British Banking and Insurance Companies. 





a 


Trustees: MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD. 
Managers: TRUST OF INSURANCE SHARES LIMITED 
29 & 30 CORNHILL, LONDON, E.C.3. MAN. HOUSE 5467 


Mia inden tease linet Se oni the Py 





Booklet containing full information as to this Trust 
may be obtained through any Stockbroker or Bank 


EG ICSC SS aR ile NR LES pte RT Seca ne 












Dimer 
a 











on 


7 a op a a ee 
ug be Sie pedi Seine $s Be 
ate 7 


o | 

bg 
as 

-. 

ere 

it 

5! 

at 

ve 
* r 
q oy 
ed 
ret. 
Boa Fs 

ae | 

t 43 
e244 
7s Ae ™. 

ws : 
eat 

+ oo ‘ . + 

S : . 
ist 
ae 








So ee 


RE ARO ETE LH A LOO DAD 5 0 





Rien 2: 





ay 


- errr ct Ea a mary 


: 





RE LOR A IE AOC lp OITA I BE, 





Pa 
ae y 
se 
4g ; 
va 
‘3 
en 
3 
< 
; 





Fixed and 
Flexible Trusts. 


34 


THE ECONOMIST 





yields are ascetic. The Fund ‘* have framed their 
present policy to earn for unit holders a yield of 4 per cent. 
First Recovery Trust, with its more special emphasis on 
the laggards in recovery, has even more modest yield esti- 
mates, which are below 3 per cent. on the prices prevailing 
early in February. 

What is the position in the matter of management 








expenses? The following table shows the prevailing 
scales : — 
ie Life Total approx, 
Trust —— ding of Annual Charge Annual 
Trust —_ ‘i 
oreign d { offered -— jths of 1% of finds of 1° 
Foreign Govt. Bond ... | 6% of offe 1 % average % 
price. mid. monthly values of ad 
deposited rty. 
Trust of Insurance Shs. | 5% includedin}| 20 | §th of 1% of mean | §ths of 1%. 
price. market value of in- 
vested funds. 
Trust of Bank Shs....... Do. 21 Do. fths of 1% 
Trust of Bank & Ins.... Do. 21 Do. ths of 1%. 
Limited Invest. Fund . | 2}% prelim. 21 4 of 1% of average ths of 1% 
charge and value of property 
14% broker throughout the year 
age. for managers and trus- 
tees. 
First Recovery Trust... | 5% calculated 10 | éth of 1% charged half- | gths of 1%. 
on and in- yearly on mean market 
cluded in the value of Fund. 
price. 

















Despite considerable variation in the precise allocation 
of the total charge between original loading and annual per- 
centage charge, the resultant approximate combined annual 
charge reveals fair comparability between the scales. The 
Foreign Bond, Limited Investment Fund and First Re- 
covery charges approach three quarters of one per cent. per 
annum, whereas the Trust of Insurance group charges are 
just over half that sum. It may be assumed that these 
differences reflect differences in the degree in which 
management may be exercised. Closer attention, clearly, 
would be required for successful operation of a foreign bond 
trust than in selecting the best insurance shares from a 
group of high quality. It should be noted, however, that 
the ‘‘ percentage of mean value ’’ basis has the effect of 
conferring ‘‘uncovenanted benefits’’—or a share in profits— 
on a general market rise which may have no connection with 
management. Conversely, of course, the managers may 
lose part of their annual income on a recession, although 
they are protected, so far as basic profits are concerned, by 
the original loading. Provided, however, that their interest 







in capital appreciation does not become a a 
sideration and does not introduce an undue snemi.. 
element in the panels actually held, the Percentage basis has 


something to commend it. 
How do these charges compare with those of the inves. 
ment trusts proper? The answer is difficult, owing to the 
pitfalls in direct comparison between the original loading 
charge for the unit trusts and the prelimi expenses, 
capital duty, etc., payable by a trust which 
has, in law, eternal life and, in fact, greater longevity thay 
the fixed trusts. The annual charges, however, are mon 
amenable to analysis. We have computed the Percentages 
which the disclosed management expenses of twelve inves. 
ment trust companies, of varying scope and age, bear ty 
their latest average asset values. The over-all g 
is 0.26 per cent., although the dispersion in the Tanges 
from 0.11 to 0.43 per cent. Broadly, the comparison is ng 
unfavourable to the unit trusts, if allowance is Made 
for the fact that some ‘‘ management ’’ portfolios of 4 
specialised character might involve a rather hi 
charge. : oa 
It may be concluded that the managed unit truss 
have been sensibly devised, and are not extravagant ip 
their expectations nor in their charges. Their eventul 
success or failure must be left toe the verdict of history 





and to the ability of the managements to ‘“‘ switch” ip 
advance of potential misfortune or advantage. Investment 
powers of wider scope certainly do not enable the 
ments to dispense with precautions attaching to the spread 
of risks, particularly the need for maintaining a generous 
margin between permissible and expedient maximum hold. 
ings of individual shares. Nor should they lead to the in 
clusion in the underlying securities of a large number of the 
shares of small companies whose capital may have a limited 
market. Investments should satisfy all the criteria for 
marketability in order that ‘‘ switching ’’ can be readily 
practised. 

At present, sub-unit purchasers in ‘‘ flexible ’’ trusts ar 
committing their funds to the administration of groups who 
have been before the public for five years at the most, for 
a period of anything up to 21 years. They should not look 
for assistance from the trustees in matters of positive 
management, outside the surveillance of the manage 
ment’s operations within the powers of the trust deeds. 
The problem of management personnel, therefore, is bound 
to assume a greater importance if the movement's future 
development lies along these lines. 





FIXED TRUST YIELDS 


UnTIL man has learned to voyage back and forth with 
equal facility in the concept of space-time, the bird in hand 
will retain its proverbial mathematical relationship to its 
opposite number in the bush. Investors in fixed trusts ma 

be willing to pay a loading charge for administration of their 
property during 10, 15 or even 20 years. But in nine cases 
out of ten, their initial choice between one unit and another 
will be determined less by reference to their chosen port- 
folio’s potentialities of capital appreciation and enhanced 
income during the next couple of decades, than by con- 
sideration of the income it will yield them here and now. 
Since the modern science of advertising is really a branch 
of applied psychology, it is not surprising that the publicity 
material of the fixed trust movement has concentrated its 
appeal mainly on “ yield ’’ questions. The questionable 
consequences of the practice are discussed at length in 
other sections of the present Survey. In the present 
chapter, we propose to ascertain how far, in fact, the en- 
deavour by many fixed trust managers to secure a selection 
of rena tas. ee ee will afford the maximum 
income return, has succeeded in its main purpose. What 
has been the actual yield, per cent., on ulster fixed trust 
portfolios—shorn of all capital bonuses, “‘ rights,’’ and 
other non-revenue items? And how do the figures com- 


pare in the average, e.g. with the yield obtainable on 
the ordinary shares included in the Actuaries’ Index? The 
answer is given by the table on page 35. 

We ‘ae pocnatrs. ther the amount of dividend, before tax, 
actually received on the underlying securities of every fixed 
trust which was in existence at the end of 1934 and 1935 
respectively (with the exception of a very limited number 
of ‘‘ flexible ’’ trusts for which the necessary figures wert 
unavailable). We have also calculated the market value 
of these securities at the end of each of the two years, apatt 
from loading charges. Comparison of the one resulting 
figure with the other in each case, gives the * true _ 
in each case. We have arranged the trusts in the order 
their establishment, so that the reader can see at a 4 
which are of relatively ‘‘ old ’’ and which of “ new | 
mation. Finally, we show the yield on the ‘ mixed 
of ordinary shares in the Actuaries’ Index, based on 
prices at the end of each of the two years. —_ an 

Current yields on fixed trust certificates, it will be T - 
range from under 3} per cent. to over 8} per cent. third 
trusts, however, which yield over 8 per cent., — 
whose figure is only a couple of decimal points below 


level, are specialist trusts formed to hold gold mini 
finance shares. If these be omitted, ‘ gross Nield” eu 
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1934 1935 
Date | Dividend Dividend 
Name of Trust | Formed | received Market Gross | Teceived Market 
on | unitom | Yied | on rl tan 
underlyi junderlying on ield 
— 
1931 £ % oy 
jot Britis ..-.-+0++4 Apr. 140 3,500 3-5 ih oh 3-4 
1932 on 
“aA” une 6658 | 3-7 275 7,451 | 3-7 
Satoh diese bee | 232 5417 | 43 | 245 | sisg2 | 4-2 
= 24 
Ist...... pr. 1 1,965 6-3 137 2,077 a 
cad Panis uly 224 $011 | 4-5 221 5,496 oe 
COMM. .+++20eeeeeee* ov. {215 4,969 4:3 229 §,447 4-2 
Brit. Emp. “A”... Nov. 190 4,941 3-8 199 5,011 4-0 
$ed British ......-++ Dec, 183 4,168 4:4 204 4,959 4-1 
1934 - 

Certs. ..... an. 1 1,953 5-2 110 2,216 5-0 
ae itish hisscdsoes eb. 173 4,039 4:3 177 4,227 4-2 
Inv. GEM. vss Feb. 179 3,972 | 4:5 185 4,018 | 46 
Gilt Edged ......--+. Feb. 170 4,585 | 3-7] 170 4,553 | 3-7 
Brit. Emp. “ B Feb. 226 4,796 4:7 240 5,188 4-6 
Ist Prov. “A . Mar. 220 5,099 4:3 215 5,284 4:1 
National “C’"...... Mar. 214 4,563 4:7 221 4,759 4:6 
Brit. Ind. Ist.......- Mar. 217 4,965 | 4:4 238 5,150 | 4:6 
Brew. & Distil. Mar. 94 2,318 | 4-1 102 2,561 | 4-0 
Home Rails ... Mar. 69 1,881 3-7 72 1,796 4:0 

Coal & Steel.. | Mar. ro) 2,104 | 3-8 104 2,123 | 4:9 
ou Certs. cet Mar 119 2,942 | 4-0 162 4,154 | 3-9 
Stores & Prod. ..... Mar. 100 2,641 3-8 121 2,583 4:7 
Text. & Certs. .... Mar. 78 1,836 4:3 91 1,845 4:9 
Amal.....c000.ceeeee Apr. 233 5,008 4-7 242 §,317 4-6 
Gold Prod. 2nd May 124 1,740 7:1 144 1,838 7:8 
Inv. Gas & Elec May 89 2,831 3-1 126 2,898 4:4 
Brit. Gen. “A foe 192 3,807 | 5-0 205 4,322 | 4:7 
Si catsessshene uly 551 11,868 | 4-6 583 12,746 | 4-6 
National “D” . july 215 4,631 46 209 4,720 4:4 
Brit. Ind. 2nd ... ov. 188 4,008 | 4-7 204 4,463 | 4-6 
Ist Prov.“ B” . Nov. 249 4,515 | 5-5 256 5,172 | 5-0 

1935 

Gold Prod. 3rd...... | Jan. 190 2,615a | 7-3 240 2,787 | 8-6 
Inv. Gold .........-.. ar. a is 302 3,646 | 8-3 
Select. A"... Apr 184 3,624 | 5-1 
Select. “B" ....... A 181 3,925 | 4:6 
Sootttish ......c0.cees May 231 4,538 | 5:1 
Brit. ome. Cum uly 202 4,568 4:4 
Securit First ...... uly 204 3,900 | 5-2 
Inv. 2nd Gen....... ug. 213 4,221 5-0 
Century .........ce0e0 448 9,619 | 4:7 
Brit. Emp. Comp.. Oct, 408 7,760 5-3 
Hundred Secs. ..... Oct. 752 14,867 §-1 
Prov, Inv......... Nov. 241 5,260 46 
Brit. Ind. 3rd ...... Nov. 216 4,635 4:7 
Brit. Ind. 4th ...... Nov. 269 4,907 | 5-5 

tinal Nov. 316 6,591 4:8 
Brit. Gen. “* C"” Nov. 187 3,656 5-1 
Keystone 2nd....... Dec. 330 6,484 5+1 
Ist Protected........ Dec. en 243 5,196 4:7 
Adwaries Index ... aie aa wn 3-756 3°68 

















* Before tax, presuming securities had been held for full calendar year in each case. 
(a) Computed on values December 31, 1934. (b) January 2, 1935. f Free of all 
loading and other charges. 
for the 45 other trusts shown in the table can be grouped 
as follows : — 





Gross Yield Number of Trusts 
Under 4 per Comt. ....ccccscccsescscscsrccsccses 4 
4 per cent. to under 4} per cent.......... 9 
4 e Deere 3 
eS » ‘ Og i. aed 15 
ln ns et 2 
ee - eae ee 10 
3}, a ” gee eee ee eee 1 
yt “ BD igttiv-deneen 1 
7 percent.crover §.  —__ eveccecse None 


These figures suggest that the fixed trusts, as a class, have 
no all-compelling need to endeavour to prise up their adver- 


tised yield by bringing in quasi-capital items. The 
Toss nearby, meets make a respectable comparison with 
nag chard nay apd armgeers orp Some 29 of 
the 48 trusts shown in the main table hold securities w i 
gave a yield last year of something between 4 per cent. and 
5 per cent. The addition of the loading would 
somewhat reduce these figures in each case, but not, as a 
tule, by more than about } per cent. in the yield, and in 
some instances by less. Only 4 trusts showed a gross 
yield of under 4 per cent., and one of these was the Gilt 
Edged Trust, on which a 4 per cent. yield, under present 
conditions, would be a complete impossibility. Some 15 
trusts (including the ‘‘ gold ’’ trusts) had securities yield- 
ing 5 per cent. or over, and it is noteworthy that 9 of this 
number have been formed within the last year. 

The yield on the ordinary shares in the Actuaries’ Index, 
on December 31, 1935, was 3.68 per cent. That the aver- 
age fixed trust yield is about 1 per‘ cent. to 1} per cent. 
higher is natural, seeing that the fixed trusts’ choice of 
securities has been selective, while that of the Actuaries is 
comprehensive. The compilers of the Actuaries’ Index 
take in the equity shares of all companies which have a 
market capitalisation of {2 million or over, and retain 
them, broadly, until the market capitalisation has fallen 
below {1 million for at least twelve months. It follows 
that the Actuaries’ Index includes a number of non-divi- 
dend paying securities. 

The conclusion would seem to be that the actual yield 
on most fixed trust units is a fair market average. The 
trusts, in fact, appear to have done neither markedly better 
nor worse than the majority of other investors in equity 
stocks. Where yields of 5 per cent. or more are shown 
(except in special instances like the gold share trusts), 
the question arises whether a significant proportion of 
‘* gingering ’’ has not been introduced into the holding. 
In such instances, reference may be made to the tables 
given in the section of this Survey which deals with the 
types of securities held by individual fixed trusts, in order 
to ascertain whether an appreciable percentage of total 
income is derived, e.g. from investments in gold mines. 

The table also affords a test of the extent to which the 
trusts formed in the year 1934, and earlier, participated in 
the general upward movement of industrial ordinary divi- 
dends during 1935. Our table includes 30 such trusts. It 
shows that in ten instances the yield at the end of 1935 was 
higher than at the end of 1934. In three cases, it was un- 
changed, and in 17 cases it was lower. These results afford 
a certain amount of presumptive support for the suggestion 
that an initial choice of securities giving an attractive 
initial yield may have ruled out some stocks with substan- 
tial prospects of an increasing yield. The evidence, how- 
ever, is not conclusive, for a lower yield, in some instances, 
may have been due to an increase in the market value of 
the underlying stocks, during the past year, which has more 
than kept pace with the increase in dividends on the under- 
lving securities. It will be noted that the Actuaries’ Yield 
Index itself showed a fall from 3.75 per cent. to 3.68 per 
cent. during the year, for precisely this reason. 





MARKET VALUE OF 


It has been repeatedly suggested, in the course of this 
Survey, that one of the main reasons for the popularity 
and rapid growth of the fixed trust movement has been its 
development in a period of rising ordinary share values. 

uring the year 1935, for example, the 158 representative 
7 shares in the Actuaries’ Index appreciated by 
nearly 10 per cent. How far have the holdings of the 
fixed trusts shared in this movement? The figures of sub- 
unit buying and selling prices given by the fixed trust 
Managements are based on the values of the underlying 
Securities, but do not form an altogether convenient and 
Satisfactory measuring rod, owing to the varying incidence 
of loading charges and adjustments. A more satisfactory 


FIXED TRUST UNITS 


statistical method of ascertaining the extent of capital 
appreciation is to calculate, separately, the value of each 
component in every fixed trust unit, at the buying prices 
given in the Stock Exchange Lists on a particular day, and 
thus to compute the total market value of a complete unit, 
apart from all external and extraneous charges. At the 


end of 1934 there were 30 fixed trusts extant, whose security 
portfolios were capable of being thus valued. The follow- 
ing table shows the market value of each unit at the end of 
1934 and of 1935 respectively, with a final column setting 
out the percentage increase or decrease during that 


period. 
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MaRkET VALugs or Fixzep Trust Units 


























Market Value of Unit 
- at Date on December 31 ey 
ame of Trent formed 
1934 1935 | (—) in 1885 

1931 £ % 
First British........................ 3,999 4,711 +17°8 
National A 9 6,658 7,451 12-0 

posnepsesecoqnennnessnes une 4 +12- 
Second British .................... = 5,417 5,882 + 87 
Gold Producers Ist “2 965 2,077 5-8 

phenteciatintadis 1 + S- 
ON ee uly §,011 5,496 + 97 
ET chanensetensenenstnnos ovember 4,989 §,447 + 9-7 
British Empire A ............... N 4,941 5,011 + 1:5 
Third British ..................... December 4,168 4,959 +19-0 
Certs. en 1,953 2,216 13-5 

PASE SSIES EE Ae anuary . +13- 
Fourth British .................... ‘ebruary 4,039 4,227 + 4:7 
Investors General................ February 3,972 4,018 + 1-2 
Gilt 4 2s sntintmeocbieananids February 4,585 4,553 — 0-7 
British ay EF ‘autannnaginnnnte February 4,796 5,188 + 83 
IE UNE OA encsccsccbcscensances March 5,099 5,284 + 3-7 
NT Cid iinepnnccntntedponbbann March 4,563 4,759 + 4:2 
British _ a, shine snnbetnaan March Stee oan 33 

an OR. cs March 4 +10: 
Home Baile iiediiedhendiatiesiiameptina March 1,881 1,796 — 46 
Iron, Coal and Steel ............ March 2,104 2,123 + 1-0 
SIND wenicdisthenssbiantdipseeth March 2,942 4,154 +41-2 
7] Se March 2,641 2,583 — 2-1 
i hendiettodeceniinsbeciosanniet March = ian9 + es 

Amalgamated Ses ensensnibiendaal Apri ’ 1 + 6- 
Gold ucers 2nd ............. ay 1,740 1,838 + 5:7 
Investors Gas and Electric ... May 2,831 2,898 — 2-4 
British General A................. une 3,807 4,322 +13-5 
SIT drntenansneupiichebenaenib uly 11,868 12,746 + 7-4 
NS | SEE duly 4,631 4,720 + 1-9 
British Ind. 2nd .................. ovember 4,008 4,463 +11-4 
3 eee November 4,515 5,172 +14°6 
Total, 30 Units ............. 123,230 132,967 + 7-9 

Actuaries Index* (Dec. 31, 

1928 = JOO) .......0...00+ ba 73-9 80-8 + 9-4 








Note.—All market values are shown before loading charges and adjustments. 
* 158 ordinary shares. 


Reference to the table will show that in three instances 
out of the 30 shown, the market value of the underly- 
ing securities suffered a slight decline last year. All the 
units to which this applies were of a specialised nature, 





viz. Gilt-edged, Home Rails, and Stores and . 
In the 27 instances where capital a haat 
its extent ranged up to § per cent. in ten 
tween 5 per cent. and Io per cent. in ej 
between 10 per cent. and 20 per cent. in 
and over 20 per cent. in one a 
where the unusually high figure of Per cent, wa 
shown. The varying experience of the é; Units 
of certificates, pe Baha, rm ” is limited 
industry, suggests that this limitation significan; 
the speculative character of the holdings. ty + 
The thirty fixed trust units together show a capital appr 
ciation of 7.9 per cent. during the year 1935, 
average of 9.4 per cent. for the 158 ordi 
Actuaries’ Index. Thus, it would appear that the. 
trusts as a whole have not kept pace with the average of 
the market. It may be presumed that, in a period of 
falling values, their unit values would be at least 
vulnerable as those of other stocks. | 
Further reference to the table will show that the instanoss 
in which last year’s capital appreciation exceeded the 
average are not infrequently those in which the 
yield figures (shown in an earlier table) were below the 
average. For example, the First British, whose gross 
was only 3.5 per cent. at the end of 1934, secured a 
appreciation of 17.8 - cent. in the succeeding twelve 
months. The Third British, whose end-1934 yield was 
4.4 per cent., secured 19.0 per cent. capital appreciation, 
National ‘‘ A,’’ with a 1934 yield of 3.7 per cent., obtained 
12.0 per cent. capital appreciation during 1935. An excep 
tion to this rule was British General ‘‘ A,’’ whose yield at 
the end of 1934 was 5.0 per cent., but whose securities 
appreciated during the succeeding twelve months by a 
much as 13.5 per cent. This appreciation, however, 
brought the yield on the portfolio, by the end of last year, 
more into line with that of other trusts, at 4.7 cent, 
Similarly, First Provincial ‘‘ B ’’ secured a rise Bes 
cent. in the market value of its underlying securities fa 
year, despite the fact that the yield was as high as 5.§ per 
cent. at the end of 1934 and 5.0 per cent. a year later. 

























SECURITIES HELD 


ALL discussion of the fixed trust movement comes ulti- 
mately to one central point. All who have been interested 
in the inception and development of the movement may 
elect to have their handiwork adjudged by one supreme 
test. The purpose of a fixed trust is to hold securities. 
What securities do the trusts hold? 

A year ago we essayed the formidable task of dissection 
of every single fixed trust deed, in order to ascertain (a) the 
lines on which the trusts had distributed their underlying 
securities; (b) the extent to which favourite stocks had been 
‘duplicated ’’ in several portfolios; and (c) the percentage 
of total fixed trust dividends derived from specified indus- 
tries or groups of shares. Such a task is considerably more 
arduous to-day. Even twelve months ago, when there 
were 34 fixed trusts in existence, their total holdings 
embraced several hundred stocks. To-day, the total num- 
ber of fixed trusts has increased to 56, and whereas the 
older trusts usually limited themselves to something 
between twenty and thirty underlying securities, some 
more recent trusts hold a hundred or more each. Never- 
theless, a complete and comprehensive analysis is indis- 
pensable to all who wish to understand the true character 
and implications of the movement. In particular, we ven- 
ture to commend detailed study of the tables and conclu- 
sions which appear on succeeding pages of this Survey, to 
all whose duty it may be to consider the future legal status 
of the fixed trusts, or the extent to which they should be 
afforded Stock Exchange “‘ recognition.’’ 

Of the 56 fixed trusts now in existence, 6 have a 
‘* flexible ’’ portfolio, with liberty to choose their under- 
lying securities, at discretion, from a lengthy list, and to 
vary their choice from time to time. These trusts, perforce, 
have been omitted from our analysis. Our figures, further, 
relate to the position as it existed on December 31, 1935. 


BY FIXED TRUSTS 


Two “ fixed ’’ trusts formed since that date, consequently, 
have been too late for inclusion. The tables which follow, 
accordingly, relate to 48 trusts, whose total outstanding 
certificates at the date of our enquiry may be put at 
£45,800,000. a 
There are three main questions on which, in the public 
interest, a sound understanding is desirable. First, how 
far has the growth of the movement—combined with com 
siderations of ‘‘ popularity,’’ marketability and income 
which limit its choice of underlying securities—tended t 
cause many trusts to hold the same security? This sug 
gests a further question. If a single stock is common 
to many portfolios, so that numerous trusts may find them 
selves buying or selling it together, what proportion of the 
total outstanding amount of that security would be 
by the trusts concerned if their units were complete? 
Secondly, how have the fixed trusts “ spread " the 
investments? In what industries and classes of securities 
have they placed the resources with which investors have 
entrusted them? ; ) 
Thirdly, what is the income from these investments 
What percentage return does it represent on the amo de- 
which are at stake? From what sources is it y. 
rived? Does the income of fixed trust holders come 
from sound shares in prosperous industries, or 1s an — 
ciable part of it derived from ulative types of ef be 
prise, from companies whose effective life must needs be 
short, and from other sources which may offer a 
immediate return to investors ot oe risk of 
difficulty and disappointment hereafter P 
Our analysis bao aeen grouped under these three ma) 
divisions, which are concerned, respectively, with ( 
‘ Duplication,’’ (ii) ‘‘ Spread,’’ and (iii) ‘‘ Income 
bution.”’ 
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A Sound Investment in 
British I ndustry 


INVESTORS 


SECOND GENERAL 
TRUST 


5% 


is the present approx. gross annual 
yield shown and this yield is derived 
from 27 of the strongest and soundest 


companies in British industry. 





THE COMPANIES ARE: 


Allied Ironfounders Limited 

Imperial Chemical Industries Ltd. 
Burma Corporation Limited 

Atlas Electric and General Trust Limited 

Gas Light and Coke Company 

Imperial Continental Gas Association 
Burmah Oil Company Limited 

London County Desahate ~y Leasehold Properties 


London Brick Co. & Forders Ltd. 

British Plaster Board Ltd. 
Boots Pure Drug Company Ltd, 
J. Lyons & Company Ltd. 
Spillers Limited 
United Dairies Limited 

F. W. Woolworth & Company Ltd. 

Lake View & Star Limited 
Government Gold Mining Ame (Modderfontein) 


Robinson Deep Limited 
Distillers Company Limited 
Imperial Tobacco Co. (G. B. & I.) Limited 
Ind, Coope & Allsopp Limited 
Associated Newspapers Limited 
Daily Mail & General Trust Limited 
Grifiths Hughes Proprietaries Ltd. 
J. & P. Coats Limited 




















The Trustees are 
ROYAL EXCHANGE 
ASSURANCE 


To confirm the soundness 
of investing in this Trust 
the Managers suggest that 
you consult your Bank 





] You are enabled through the Trust to 

spread a sum as small as £19 (approx.) 
over a wide range of industries, thus 
securing greater safety of capital and 
greater steadiness of income. 


2 The yield of 5% is the approximate 
gtoss annual yield at a price of 18s. 9d. 
per sub-unit, calculated only on the divi- 
dends paid by the companies in the past 
year. Capital bonuses are additional. 


3 All the companics in the Trust are 


good dividend payers, and cach, by 
itself, is considered a sound investment. 


4 The Trust is assured continuity of 
management through the creation of a 


special fund for this purpose deposited 
with the Trustees. 


5 The investment is readily marketable. 

Under the terms of the Trust Deed the 
Managers are under an obligation to 
repurchase sub-units at any time, as 
explained in the booklet. 


The Trust is cumulative in character, 

all capital bonuses of 10 per cent. and 
over being retained in the Trust to enhance 
the capital value of the Investment. 


The Bankers are 
BARCLAYS BANK 


wll, LIMITED 


Manager or Stockbroker 
through either of whom 
sub-units may be bought 
or sold. 


A 15 MOOPRGATE TRU 


For full information write for Booklet E.C.4 to 


INVESTORS SPECIALISED FIXED TRUSTS LIMITED 
15, Moorgate, London, E.C.2 


Telephones: Metropolitan 3622 (15 ines). 


Velegrams: Iufitrus, Stock, London. 
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“DUPLICATED” SECURITIES 


If the regulations envisaged in the Stock Exchange 
Report (summarised on page 49 of this survey) were put 
into practice, every fixed trust would be required, inter 
alia, regularly to furnish particulars of its underlying 
securities and its total sales of certificates. The authorities 
would then be able, at any time, to ascertain exactly what 
proportion of the outstanding total of any security, dealt 
in on the Stock Exchange, was held by trustees for the 
movement. They would know how much of the stock had 
been ‘‘ taken off the market.’’ They would also be aware 
how much might come back, if Stock Exchange depression 
or any other untoward future event caused the trustees’ 
strong rooms to be unlocked. Unfortunately, the condi- 
tions under which the fixed trust managements have volun- 
tarily supphed us with figures of their sales preclude their 
being used to compute the precise extent of total fixed trust 
participation in any given stock. We have, therefore, pro- 
ceeded on alternative lines, which may now be described. 


All securities held merely by a single trust, or by two 
trusts only, have been neglected, on the ground that the 
limits imposed by deed or popularity on the number of 
units issued by any given trust effectively prevent the 
accumulation in its hands of more than a minor share of a 
company’s total issued capital, save in very exceptional 
cases. The managements have the best of all reasons for 
avoiding, as far as possible, those companies whose total 
capitalisation is relatively small. In such instances, the 
market for the shares is likely to be ‘‘ narrow,’’ and its 
possible ‘‘ drying up ’’ may embarrass the managers, by 
preventing them from completing and selling their entire 
units at a time when the selling is good. 


The danger of ‘‘ over-accumulation’’ is much more 
likely to arise where a popular share has made an irre- 
sistible appeal to a number of separate trust managements. 
A year ago we found that one favourite stock was held by 
as many as eleven trusts, and that “‘ duplication ’’ ranged, 
through varying degrees, down to 28 stocks, each of which 
was held by three trusts. On this occasion we have 
adopted the same minimum—viz. ‘‘ duplication ’’ by not 
less than three trusts—but the growth of the movement in 
the meantime has greatly enlarged the total extent of 
‘* duplication.’” We have, therefore, taken out a list of all 
securities held by as few as three up to as many as twenty 
trusts. We have ascertained the proportion of the total 
issue of those securities which would be held, if every trust 
succeeded in selling the whole of its authorised units. In 
the case of general portfolios where, so far as we know, 
no limit to the total is specified, we have assumed (a) a total 
permissible sale of 500 units in cases where the number of 
sub-units per unit does not exceed 5,000; and (b) a total 
of 400 units when the number of sub-units per unit exceeds 
5,000. When maxima have been announced by any group, 
subsequent trusts have been assumed to carry similar 
limitations to their predecessors. For the ‘‘ specialised ’’ 
trusts, the lower limit of 400 units has also been assumed, 
since definite information has been more difficult to obtain 
regarding this group. If these assumptions err on the 
side of conservatism, our conclusions regarding potential 
duplication are the more challenging. Our figures may 
thus be regarded as showing the maximum dimensions 
which holdings by existing fixed trusts would be likely to 
attain, provided that sales reached the prescribed or 
assumed limit. It should be noted that present sales, in 
the majority of cases, have not reached these dimensions. 


The results are set out on pages 4o and 41. The table 
is necessarily lengthy, but its value as a source of refer- 
ence may be regarded as proportionately high. It shows 
that, within our definition, some 177 stocks are ‘‘ dupli- 
cated.’’ It also reveals the identity of the trusts which hold 
each of these stocks, and shows at a glance the percentage 
of the outstanding total of each stock or share which can 


be regarded as coming, actually or potentially, within t 
fixed trust zone. tind Byecetee 


The conclusions suggested by this table are most signi- 
ficant. It is beyond question that the growth of the move- 
ment has been accompanied by much greater “‘ over- 
lapping *’ than is commonly realised. One stock—J. and 
P. Coats ordinary—is held by no less than twenty fixed 


ae. - sanineieeingatel Chemical Industr | 
—is held by eighteen. Some seventeen trusts hold Tra” 
Continental Gas stock, and the same number i Tout 
Tobacco ordinary in their portfolios. Government t, 
Mining Areas and London Brick ordinary have each bes 
chosen by sixteen trusts, and International Tea ordain. 
and Tate and Lyle ordinary by fifteen. The {oj 
figures conveniently summarise the position by 

main table, and, at the same time, enable readers to anmn 
ciate the extent to which the problem of “ duplicat 


has increased during the short space of a single year, 
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Number of “ duplicated ” x 
Held by how ~ Held by how | Number of « 
many Fixed | __Securities_— J many Fixed Secuttig i” 
Trusts? | Dec. 31, '34 | Dec. 31, '35 Trusts? | Dec. 31, 34 cor’ 
eS 
3 28 44 14 
4 21 32 15 ‘ 
5 16 14 16 : 
n 10 17 17 . 
7 7 16 18 : 
8 6 7 20 ‘ 
9 3 il 1 
10 1 8 Total of “ du a 
+4 1 6 Plicated 
+ ose securities 93 177 
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Within twelve months the total number of “ 
cated *’ securities has nearly doubled. A year ago m 
security was held by as many as twelve trusts. To-day, as 
many as 22 stocks are duplicated by twelve or more trusts, 
How far would this ‘‘ duplication ’’ be calculated, in cg. 
tain circumstances, to have an appreciable influence on the 
market for particular securities? The answer, broadly, 
depends on three factors. In the first place, a 
‘* duplicated ’’ securities likely to have, in normal times, 
a broad or narrow market? The answer suggested by our 
main table is moderately reassuring. The trusts, for 
obvious reasons, have made their choice, for the most 
among companies and individual securities with a 
capitalisation. Some 31 of the ‘‘ duplicated ’’ securitie 
have 10,000,000 units or over ({’s or shares) outstanding, 
In 137 other cases, the outstanding total is between 
1,000,000 and 10,000,000. Only in 9 cases is it less than 
1,000,000. It may be surmised, therefore, that in the 
majority of instances the market in the ‘‘ duplicated” 
securities is reasonably ‘‘ free.’’ 


In the second place, what proportion of the total issued 
these ‘‘ duplicated ’’ securities would be held by the fixe 
trust movement, if every trust sold its full number of units? 
The table shows that, in 81 instances out of 177, the aggre 
gate fixed trust holding would amount to less than 5 pé 
cent. of the total issue. In 55 cases, the proportion 
range between 5 and 10 per cent. of the whole. Ing 
cases, however, the proportion would be over 10 per cemt, 
while in 21 cases it would be over 15 per cent. The 
which come into the last-named category are these (th 
total percentage is given in brackets in each case 
stocks are ‘‘ ordinary ’’ unless otherwise stated):— 


Manbré and Garton deferred (15.5); Bovril deferred (16.0); 
Lake View and Star (16.1); Manbré and Garton ordinary (173 
Selfridge 6 per cent. cum. preferred (17.3); Van Rya 
(17.5); Calcutta Tramways (17.6); London County 
(17.6); Austin Motor 20 per cent. non-cum. preferred (17-7 
Commercial Union Assurance (17.7); Spillers (17-7); 
Brick (19.7); Wiggins Teape (20.5); J. Sears (22.9); Ape 
(Trinidad) Oilfields (25.3); Covent Garden Property (25.4) 
Scribbans (29.2); Allied Iron Founders (32.4); Nourse Cot 
(33.1); Amalgamated Press (35.2); Metropolitan Housing ™ 
poration (40.4). 

The results of this part of our inquiry, incidentally, ras 
the question whether the suggested Stock Exchange the 
tion of any one fixed trust’s holding to 2} per cent. of r 
total issue of a given security is really well-designed, r 
adequate for its purpose. To take an extreme case. 
the sixteen trusts which have chosen Government oath 
Mining Areas had actually decided to take 2} per cent. coll 
the movement to-day would hold 40 per cent. of that d 
pany’s capital. Finally, how far are the total aa t 
‘* duplicated ’’ securities sufficiently large in th he 
introduce the risk of appreciable disturbance to the fixed 
ket. In 43 cases, the maximum holdings of 
trusts total less than 100,000 shares or units. In 120 °F 


instances, the total would fall within the 100,000-5000 
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SELECTIVE 


UNIT “A” YIELD 


£4:15:67 


approximately, exclusive of non-recurring 
bonuses, and at the price of 21/3 per sub- 
unit. See daily press for current prices. 
London Brick Co. & Forders Ltd. 
Metropolitan Housing Corporation Ltd. 
Great Western Railway Co. 
London Transport 
Burmah Oil Co., Ltd. 
Gas Light & Coke Co. 
Imperial Continental Gas Association 
Powell Dufiryn Steam Coal Co., Ltd. 
Debenhams Ltd. 
Marks & Spencers Ltd. 
Timothy Whites & Taylors Ltd. 
British Oil & Cake Mills Ltd. 
Wiggins, Teape & Co. (1919), Ltd. 
J. & P. Coats Ltd. 
Patons & Baldwins Ltd. 
Consolidated Gold Fields of South Africa Ltd. 
Geduld Proprietary Mines Ltd. 
New State Areas Ltd. 
Amalgamated Dental Co., Ltd. 
Amalgamated Press Ltd. 
Montague Burton Ltd. 
Callender’s Cable & Construction Co., Ltd. 
Imperial Chemical Industries Ltd. 


J. Lyons & Co., Ltd. 
Ranks Ltd. 


Sub Nigel Ltd. 





FIXED TRUST CERTIFICATES 


A spread over 52 of the soundest 


BRITISH INDUSTRIAL COMPANIES 


UNIT “B” YIELD 


£4:8:37 


approximately, based on cash dividends 
only and at the price of 21/3 per sub- 
unit, See daily press for current prices. 
London County Freehold & Leasehold 
Properties Ltd. 
The Wall Paper Manufacturers Ltd. 
London, Midland & Scottish Railway Co. 
Apex (Trinidad) Oilfields Ltd. 
South Metropolitan Gas Co. 
Wankie Colliery Co., Ltd. 
Boots Pure Drug Co., Ltd. 
International Tea Company Stores Ltd. 
J. Sears & Co. (True Form Boot Co.) Ltd. 
F. W. Woolworth & Co., Ltd. 
Lever Bros, Ltd. Manbré & Garton Ltd. 
Scribbans & Co., Ltd. Spillers Ltd. 
Tate & Lyle Ltd. Distillers Co., Ltd. 
Arthur Guinness, Son & Co., Ltd. 
British American Tobacco Co., Ltd. 
Carreras Ltd. 
Consolidated Tea & Lands Co., Ltd. 
Johannesburg Consolidated Investment 
Co., Ltd. 
Ashanti Goldfields Corporation Ltd. 
Brakpan Mines Ltd. Nourse Mines Ltd. 
Daily Mail & General Trust Ltd. Sangers Ltd. 


Investors buying both “ A" and “ B” Sub-Units receive Quarterly Dividends 


Trustees : 


ROYAL EXCHANGE ASSURANCE 


Bankers : 


BARCLAYS BANK LIMITED—THE BRITISH LINEN BANK 


Directors : 


SIR PHILIP A. M. NASH, K.C.M.G., C.B. (Chairman) 


HAROLD D. BELL, F.C.A. 


DAVID PLAISTOWE W. ROSS SMITH 


BRIG.-GEN. E. L. SPEARS, C.B., C.B.E., M.C., M.P. 


SELECTIVE FIXED INVESTMENTS, LTD. 


53 NEW BROAD STREET, LONDON, E.C.2 


Telegrams : Fixtrust, Ave, London 


Telephone : National 0352 
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SECURITIES ‘‘ DUPLICATED” BY SEVERAL FIXED TRUSTS 
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& Trading Co., ; Brit. Ind. 1; Cent.; Ist Prot. ; Lever Bros., 20% | Univ.; B. Ind. 1; Nat. D; 1st as ; 3,787,312} 202, 
Ltd., {1 ord. 100 Secs. Dog wok Emp. Cum, Comp. cum. pref. ord. agg ba ; Sel. Bi B. Emp. Comp. ; Sco 
e2; irst; Brit. a os t. Gen. 
- Manbré & Garton, Univ. Brit. Se. A; Nat. B, D; 3rd | 1,146; 198, 
o HELD ~ él. Brit. ; Cent.; Keystone; Sel. B; 100 
@IRTEEN TRUSTS Secs.” 
F. W. Woolworth, | Univ.; 2nd, 4th Brit.; Nat. A; Inv. |15,000,000} 190,000) 1-26 Robinson Deep, | Gold Prod. 1, 2, 3; Rand; Inv. Gen., | 1,829,750] 224, 
5s. ord. Gen., Sod Gon, B Ear B; ist 7s. 6d. ** B.”’ 2nd Gen. ; ; 100 Secs.; B. Emp. 
Prov. , Comp. 
100 Secs. ; Prov. Inv. Wall Paper Mfrs., | 2nd Brit.; Nat. A; Brit. Ind. 1; Brit, | 2,250, 215, 
“veneer £1 def. ey A Comp. Cent. ; Sel. B; 100 
Vv. imv. 
Twetve Trusts ‘ Wiggins Teape Une :’ Brit. Ind. 2; Nat. A, D; 3rd | 1,584,517) 325, 
Associated News- 2nd, 4th Brit.; Comm.; Ist |11,061,350) 865,000) 7-83 (1919), £1 ord. Brit’; Cent. ; Ist Prov. B; Bai hay 
papers, 5s. def. Prov. B; Cent. Ist Prot. ; 100 Secs. ; 
a rr hy i inv. 2nd Gen. ; Brit. HELD BY 
rit. Emp. Comp. E Ti 9 
ont — Tobac., | Univ. ; ist, _ artaenred . ~~ 23,681,761) 133,500) 5-64 Burma Corp. 9 Rs. Univ. Net. BT D;3r 8rd Brit. ; Inv. a 13,541,689) 1,005,000) 7-42 
, Comp. um. t t. Gen.; 1 > B. Ei 
Ind. 3; 100 Secs. ; Brit. Gen. C. City of London Real Batt Ind. 1; eX Brit.; phe: ron 8,000, 475,000) 5-4 
. 
Competes, 26, £1} Univ. ; Brit, oe A; a . heey + 24,000,000} 330,000) 1-37 erty, £1. Comm. ; Brit. Emp. B; Sec. First; 
Certs. ; Bri nv. Gen.; Ist Cent.; Brit. Gen. 
Brit. ; ‘Ist Prov. B; ore Ist Prot. ; Calcutta Elec. Sup. Univ; Brit. Ind. 2; Inv. Gas & EL; | 1,984, 194,000} 9-78 
100 Secs. ; Keystone 2. fi. B. Emp. A, Comp. ; Cent. ; Keystone; 
Crown Mines, 10s.. = —y! Gold Prod. 1, 2, 3; | 1,886,125} 69,500) 3-69 100 Secs. © 5 112, 763 
t. Emp. B, Comp.; Inv. Gold; Ind Coope & B. Ind. 2; B, Emp. B, Comp.; Brew. | 1,475, 
Cent. ; K ; Scot. ; Brit. Gen. C. Allsopp, ord. & Dist. ; Univ. ; Cent.; Keystone 2; 
Great Western Rail-} Univ. ; 4th Brit. ; siet A D; |42,929,732/2,115,000) 4-95 Inv. 2nd Gen. 1:0 
way ord. stk. Home ; Ist Prov. B; Sel. A; Patons & Baldwins, | Brit. Gen. A; Brit. Ind. 2; 2nd Brit.; | 1,599,291) 160, 
ist Prot. ; 100 Secs. ;B. itm. Comp. ; ord. stk. Textile Certs. ; Brit. Emp. A, Comp. ; 
or Univ} Ist Brit. ; Brew. & Dis. ; Comm. ; | 7,500,000} 182,500] 2-43 Trinidad _Lease- Univ: Oll Certs. Sel. + ee ; Cent. ; Brit. 1,311, 562} 151,500}11-8 
ee Inv. Gen; Amal.; B. Emp. A, Comp. holds, Ltd., £1 Emp. A, Comp. ; 100 Secs. ; Brit. Ind. : 
London County | Univ.; Nat. A.D; Comm.; Inv. Gen. 1,897,978] 334,000/17-63 | | Wm. Cory & Sons, ani, 4 4th Brit.; Nat. A; Tron Coal & | 2,850,004) 116,500) # 
Lease- ; > e; 
hold Prop. Lad., | Ist Prot. 100 Secs. ra £1 ord. TAS Cent | Keystone; 100 Secs. ; 
sr” eae Ltd., Gold Prod. 1, 2,3; Brit. Gen. A; Rand; | 1,687,500} 74,000! 4-39 Heup sy 
Can i Brit. . B; Inv. Gold; Seven Trusts 
¢ eystone; Sel. A; Brit. Emp. Boots Pure Drug, | ist Brit,; Inv. Gen., 2nd Gen.; B. | 6,400, 
Spring Mines, Ltd., | Cen: eo old 5s. ord. Emp. B; Sel. B; 100 Sees. ; Prov. 
= t.; : Prod. 1, &3: ree Key- 6,240,000} 454,000) 7-28 Inv. 
stone Be Brit. Rand; British Match Corp.,| Univ.; 2nd, 4th Brit.; B. Ind. 1; | 6,187, 
=— Vv. bs Brit. emp. B, £1 ord. Comm. ; B. Emp. A; Cent. 2,909,021 
British Oil & Cake, | Brit. Gen. ; Sel. A; B. B, Comp., , 
Hep sy . ord. Cum. ; B. Ind. 4; 3rd Brit. 600 
Tausre ne | ee te ie ee 
A ren, i; 100 Secs ; Brit. Ind. 3; Brit. 1,422,209} 461,000132-45 ; B. ‘ .3 ; 
2 stone 2; Sec. First; Prov. Inv.; Inv. sr? ay" tae 
2nd Gen.; Brit.Gen.C. kat, Go. ent. 
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SECURITIES “DUPLICATED” BY SEVERAL FIXED TRUSTS.—cont. 






















































































ee T 
rresuming brew 
All Avail- All Avail- 
N able Units Total 
Security Held by whe Bs # No.of | _sble Uait 
anding | Zeta! | Ha : "% Out | Tota | ot 
T stand- held by stand- 
rusts | ing Trusts | “ine 
Hin sy Seven Le ema Haip sy Four Trusts|—cont. 
J Lyons & Co. £1 | beg Bete, Beth tot, 1 lav. Gon, tne} 1.908, 4°43 | Calcutta Tram, ord....... Univ.; Cent.; Keystone; B. | 700,000] 1 17-58 
— yy | 1, 2,3; Rand; Yat Prov. B; 2,800, 3-97 | |Debenhams, Srd pref. | Keystone 2;"100 Secs; B. Emp. | 3,400,000 450,000|13-24 
te Areas, | Univ.; ed Prod. ; Rand; Inv. | 1,514, 2 Comp. ; Prov. 
Nem Sta BP. = a , 9-18 Guest, K. & Nettlefolds, Univ. ; Nat. ¢ 100 Secs.; B. is 1 3-92 
Prudential Assur- oy Nat. h 2s Base. Bn. B; Cent. ; 1,250, 2:20 Elec, Co., ord.... | Cent. ; Ist Brit.; B. Emp. A; 100 | 9,816, 75,000} 1-96 
1A. i Prov. v. Secs. : 
ance, £ fi ord.. Univ. dod Brit Nat. Cent.; | 2,262, an Gt. Universal Stores, 5s. gen B. Bap. Conp.; B. 1,200,000} 70,000} 5-83 
ti Unie Nat’ Nat pe Inv, as & ap ca 3,800, aoe. Comment British Pic., | Univ. ;B. et. 33 Nith Brit.; Ist | 5,000,000] 405,000] 8-10 
ord. ; Scot.; Keystone 2; Brit. Griffiths H ree: . : ‘ 
sath Metropolitan Univ.;’ 4th 4th Brit,; inv. Gag & EL | 6, 5-14 Cnn PR | Nears: B Rene, Comp; Poor, | 1000.00) 187,000) 0-80 
Gas, i co, £1 |S a ee }. ‘ot a “a . 1,700, 407,000|29-28 8 T. Henley’s Tel., eet een 650,000} 23,000} 3-54 
ord. Soh, B; B. Ind. 4; Sec. First; Prov. tern meget of | Univ.; Amal; B. Emp. Cum, (27,627,825 205,000] 0-74 
Sears & Co., 5s. | 2nd Brit.; Cent.; Sel. B; 100 Secs.; | 2,125, 22-95 LNER. 4% ist Com 2; : 
J. Sa B. Emp. Comp.; B. Ind. 4; Prov , Pref... ors otis one 2; B. 148,222,600) 420,000) 0-87 
Thomas Tilling, £1 | 2nd Brit. ; Cent.; Keystone; Ist Prot.; | 2,636,750 5-84 Lucas (Joseph), ord. ..... | B. Ind. 2; 3rd Brit.; B. Emp. B; | 1,960,600] 72,000] 3-67 
ord. 100 Secs; Brit. Gen. C; B. Emp. at Motors, Ltd., 73%, Nate C; tes eal A; B. Emp. | 3,000,000} 210,000} 7-00 
Comp. pre: Comp. ; 8 
Van Ryn Deep, £1 | Univ.; Gold Prod. 3; Inv. Gold; Ist | 1,196,892} 17:46 " 
aa Ryn Bae bag bh mg Ly Marconi Internat. Marine Unive ded Belts - B. Emp. | 1,192,726} 75,000} 6-29 
so Montreal L.., H. & Power | B. Emp. B; 100 Secs.; B. Emp. | 4,489,004] 63,000) 1-41 
Cum., Comp. 
Six Trusts a Garton, ; B. Emp Comp., q 
Angio-Iranian Oi Oae.t Nat. C; wd Brit.; Amal.; B. | 5,473,414] 302, 5-53 ” masts — — B, + a eee 
9% Michael Nairn &Greenwich} Nat. B ; 4th Brit.; Nat. D; Cent. | 2,198,291 . 
Austin Motor, 20% ord Brit Ist trov. & B; Cent.; B. Emp. | 1,500,000} 265,000)17-67 P. & O. Steam Nav. Co., Nat. Cc; heey 100 Secs.; B. $040,000 148:000 5-45 
pid, ord. » Cum.; Brit. Gen. C. 5% pref. : Emp. Comp. 
Bass, Ratcliff & | Brew. & Dis.; Cent.; ; B. Emp. | 2,235, 49,500} 2-21 Raleigh Cycle Holdings, Keystone; | bet Prot.; B. Emp. | 1,250,000] 79,500] 6-96 
Gretton, {1 ord. Comp., Cum.; Sec. Pin. 1 ord, 
British i Cotumibie B. Sey yom Oe iow, Gas & | 1,000,000} 79,500) 7-95 Selfridge & Co., 6% pref. B ‘Ind. 2 3 3 Sloe & Pre. 100 | 1,300,000} 225,000/17-31 
; Secs. Secs. ; 
Sy Univ. ees Ist Prov. B;Cent.;} 1,011,563] 43, 4°24 “one ” Transport & Tr. | Nat. C; Comm. ; Amal. ; Ist Prov. 10,000,000} 325,000] 3-25 
Commercial Union re? jAmal.; ; Ist Brit. ; Cent. ; B. Ind. | 3,540,000} 637,750]/17-73 Ps yr Afr. Breweries, ord. B, Emp. A, Cum., Comp.; 100 | 1,731,103] 63,000] 3-64 
ce. ° 
Consol, Main Reef. Gold Prod. 1, 1, 2, 3; Rand; Inv. Gold; oe 113,000] 9-05 Timothy | Whites and | Keystone ; Sel. ahi B. Emp. | 1,943,172] 155,000] 7-97 
a , Comp. ; Prov. 
— on tae a oh a ej Sal Ay bag Comp. ; | 3,251,310] 111,500} 3-42 United y Steel Co.'s, ord. B. I "2nd; ij Ist ~¥ 100 Secs. ; | 6,616,365} 97,000] 1.47 
» OF e B. E 
County of London | Nat. A; ist. 4th Biit.; Brit. Ind. 1; | 5,707,109} 130,500] 2-29 West Rand Cons. Mines Gold Prod. 1, + Inv. Gold | 4,250,000] 124,000] 2-92 
Electric, {1 ord. | Cent.; Inv. Gas & Yorkshire Elec. Power | Ist Brit.; Nat. A; Cent. ; Key- | 2,500,000] 145,000; 5-80 
Harrods, {1 ord. .. | ist Brit.; Comm. ; a Pre. B; Cent.; | 2,215,194) 94,000] 4-24 Co., ord. stone 2. 
B. Ind. "3; Brit. "Gen. Cc. 
¢ Hep py Turee Trusts 
Lake View and Star] Inv. Gold; Ist Prot.; 100 Secs.; B. | 2,800,000] 451,000)16-11 Allied News., 8% pref... | Nat. C; Cent.; B. Emp. Comp... 4,750,000 185,000] 3-90 
. Comp.; Inv. 2nd Gen.; Key- — Se Trust, 100 Secs. B. ‘Emp. Comp.; Inv. 1000} 110, 3-67 
Marks & Spencer, Unies, Nat. A, D.; B. Ind. 1; Inv. | 2,400,000] 146,000) 6-08 Austin Motor, Ss. ord B. Ind. Ist; Keystone; 100 Secs. | 600,000] 68,000j/11-34 
5s. ord. Gen ; Cent. Assoc. Elec. Inds., ord. | 4th Brit.; Ist Prot.; B. Emp. | 4,898,460} 45, 9-18 
Pinchin Johnson & | 2nd, 4th Brit.; Cont. 5 Keystone; Ist | 3,245,453] 182,000} 5-61 Comp. 
Co., 10s, sh, Prot.; B. Em Comp. Assoc. Biscuit Man., ord. | B. Emp. Cum., Comp. ; Prov. Inv.| 1,400,140] 92,500] 6-61 
Ranks, 5s. ord. ... | 4th Brit. ; Sel. i Ist t. ; 100 Secs. 12,356,400} 208,000} 1-68 Butterty Cor, ond. wee | B. Emp. Cum. » Comp. ; Prov. Inv. 1,800,000} 125,000] 6-95 
B. Emp. Comp. ; . Ind. 3 SRE Stores & Prod. ; Comm. ; Cent.... | 1,000,000] 160,000}16-00 
Thomas, | Cent.; Ist Prot. ; iB ‘Ind. 3; B. Emp. | 8,371,680] 407,000] 4-86 British Aluminium, ord.. | Cent.; Ist Prot.; 100 Secs......... 2,000,000 50 2°50 
@s. 8d. ord. Comp.; Sec. First; Brit. Gen. C. % Canada stock,1953-58 | Gilt ; ; 100 Secs..... |15 45,000,000| 130,000 0-87 
Tube Investments, _—— oal & Steel; ded Brit. Comm. ; | 2,585,993] 166,500) 6-44 Cables i, Hold- | Nat. B; 100 Secs.; B. Emp. {23 218,875] 315,000} 1-36 
nv. ae .; Keystone. . 
Vickers, Ltd., 5% Nat. C; Iron, Coal & Steel; Amal. ; Ist | 6,863,807] 425, 6-19 Commande, 5% pref. Nat. C; Ist Prov. A; Textiles.... | 8,000,000] 140,000} 1-75 
pref. Prov. A; 100 Secs.; Keystone 2. Be inne 2nd Brit.; 100 Secs.; B. Emp. | 4,160,016] 150,000] 3-61 
HELD By Central Mining & Inv.... | Univ. ca, B. Emp. Comp.. 425,000} 10,000] 2-35 
Five Trusts J. & J. Colman, {1 ord.... | Prov. Inv.; B. Emp. Comp.; | 2,007,012| 55,000] 2-74 
War Loan ... | Gilt Edged; Amal.; Ist Prov. B; |1913811 260,000} 0-014 Cent. 
Univ.; 100 Sec. Dunieg Rather On. ant. Univ. ; 3rd Brit.; Cent............. 7,851,045} 55,000] 0-70 
a Geld, Brit. Emp. B, Comp. ; Cent. ; Inv. Gold; } 5,000,000} 130,000} 2-60 ohn Di , ord..... | 3rd Brit. ; Keystone ; * Ind. 3... | 1,200, 44,000] 3-67 
j un B. t Rand Prop. Mines.. | Gold Prod. 1, 3; Rand............. 3,600,000} 44,000] 1-22 
hace Brit Pic- , 100 Secs.; B. Emp. | 6,200,000} 775,000)12-50 Furness Withy, ord. ..... | 1st Brit.; Nat. B; B. Eanp. A.... | 6,000,000] 195,000] 3-25 
5s. ord. v. Inv. Fairey Aviation, 10s...... | 8rd Brit.; Nat. B; B. Emp. B... | 1,000,000] 125,000|12-50 
Joa Barker, £1 vate a? Ind. 2; Nat. A; Cent.; | 1,106,330) 59,000) 5-34 Goodlass, W Wall & Lead | B, Ind. 3; Ist Prot.; Brit. Gen. C | 2, ass 198,000} 8-23 
eystone. 
Bat of England | Nat. A; Comm.; B, Emp. A; Ist Prov. |14,553,000| 90,500} 0-62 3%, jini stk., 1948, or | Univ.; Gilt Edged; Ist Prov. B. |77,024,185| 210,000] 2-73 
B; 100 Secs. 
Diaat Rubber Co., Nat. C; —— Ist Sew. Ai B. Emp. | 3,000,000 280,000] 9-33 Imperial Chem. Ind, 7%| Nat. C; Amal.; Ist Prov. A ..... [22,723,229] 200 8-82 
pref. mm: eystone 
Gaumont British | Nat. : ist Prov. A; 100 Secs.; B. | 3,250,000] 445,000) 13-69 LRER, 4% 2nd guar. | Home Rails; Amal.; Keystone 2 |27,696,989} 210,000} 7-58 
Picture, 54% Ban, Comms Prov. Inv. Lever Bros., 8% A pref. | Nat. C; Amal.; Prov. Inv......... 15,505,17 1-22 
Pref. Lancs. El. L. & P., ord. | 2nd Brit. ; Inv. Gas & El.; Prov. | 2,000,000} 95,000] 4-78 
London & Thames | 2nd Brit. ; Nat. A,D; OilCerts; Cent. | 1,300,000) 93,500} 7-19 Inv. 
Haven Oil London Transport, C 3rd Brit. ; Sel. A; 100 Secs. ...... |25,379,787| 195,000] 0-77 
Wharves. Oil., ord........... Brit. Gen. A; Oil Certs.; Key- | 1,000,000] 73,500] 7-35 
Montague Burton, | Stores & Prod. ; Sel. A; 100 Secs.; B. | 2,000,000] 195,000] 9°75 peal 
Pros Pret. Emp. Comp.; Prov. Inv. Met. Elec. Supply, ord. . | Comm.; Inv. Gas & El.; Cent... | 2,500,000] $5,000] 2-20 
gg B. Ind. 1; 3rd Brit. ; Cent.; 100 Secs. ; | 2,000,000] 295,000|14-75 Mitchells & Butlers, ord. Brew. & Dis.; B. Emp. B; 100 | 2,960, 47,000] 1-59 
‘th mp. Comp. 

Part. pref. Malayan Tin Dredg. ..... Brit Gen. A; Keystone 2; B. | 800,000] 79 9-88 
Em ronworks, Le oe ry ene ee aileteiailiia Ss. A.. | Br Emp. Ay Sel. A; B. Em 3,90 886 35,000] 1-05 
: . Steel ; ee h . A; . A; B. ip. . 

Unilever, Ltd., ord. | Nat. B; 3rd Brit.; Amal.; Cent.; B. |11,318,750] 250,000} 2-21 / Comp: aa 
W, Ind. 3 North Eastern Elec., ord. | Nat. A; 3rd Brit.; Cent............ 4,759,919} 110,000} 2-31 
pay mibe & | Ist Bait: Nat. B; Brew. & Dist. ;Cent.;} 3,185,410) 114, 3-58 New Hucknall Coll., ord. 1 > alenines ; B. Emp. | 1,250,000] 122,500] 9-390 
- et, 100 Secs. ‘ 
Wiluna Gold ....... Inv. Gold; Ist Prot 3 B. Emp. Comp.; | 1,559,012] 140,000) 8-97 Richard Thomas, 6}% | Univ.; Nat. C; 100 Secs....... 3,120,346] 240,000] 7-69 
Keystone 2; B. 4. g 
saa mt Randfontein Est. G. Min. | Gold Prov. 1, 3; Ist Prot. siitieons . | 4,063,553 1-87 
plistp By S.R., 5% Pref .essvsveees Home Rails ; ilt Edged |40,697,393] 310,000] 0-76 
‘our Trusts A aiceieigiis Sel. B; B. Ind Ind. 3; 3:3 bmp. Com. 2,018,000] 129,000} 6-39 
Dental, 8% | Cent.; Sel. A; 100 Secs.; B. Emp. | 1,484,647) 185,000) 12-46 Taylor Walker, ord. ... | Brew. & Dis. 2,583,000} 1 4-06 
Anglo-Iranian Oil, | Ist Prot.; Ist Brit,; Oil Certs. ; B. Ind. 13,425, 74,000] 0-55 Turner & Newall, ord. .. lb adios 4,843,933} 55 1-14 
=“. 4. Unilever, 7% pret......... Nat. C; Stores & Prod. ; Ist Prov. | 2,720,000} 190,000] 6-98 
Beechams Pills, 8% | Ke B. Em .; Brit. | 2,000, 133,000] 6-65 
1 8% ystone 3 \ p. Comp. 
SM Gen. C; 100 Secs. Union Corp., ord. ......-.. B. Emp. Cum., Comp. ; 3rd Brit. | 1,400 20,500) 1-47 
Wilcox, £1 Ist Brit. nay Coal & Steel ; 4th Brit.; | 4,299, 105,000} 2-44 Victoria Falls & Trans. | Inv. Gas & El; B. Emp. A, Comp.| 2'500 29, 1-18 
Power, 
Mitch Plaster Bd., | 100 Sccs.; B. Emp. Comp.; Inv. 2nd | 2,688 75000) 2°8 Woolcombers, ord. ....... Brit. Gen. A; 100 Secs.;B. Emp. | 400,000] 25,000] 0-63 
Gen. ; Brit. Gen. C. 
4% Consols. wabéured Univ. ; Gilt ; Amal. ; a 40092. 210, 0-05 Wankie Colliery .......... Sel. B: B. Emp. Comp.; Key- | 1,995 ft 7:27 
rat Garden | B. Ind. 2; Ist . B; Keystone; B. | 650, 165,000) 25-4 stone 2. 
2, £1 ord. Emp. Comp. 
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i It will be seen that the market value of the Reg 
range. The aggregate would amount to over 500,000 in : ue 0 

14 he namely : — ; units, ex charges, ranges broadly, from eee 
a ae es £15,000, with an arithmetical average S on 
Apex (Trinidad) ; Oilfields (507,000) ; rag mI £006,000) specialised trusts, however (the “ roup nits * : The 
(580,000); Powell Duffryn Steam Coal (605, . : . : : : ‘ Cer- 
Saputtel Chemical Industries (608,500) : Commercial Union tificates being included for convenience in this ca ) 


Assurance (637,750) : International Tea (651,000) ; Associated 
British Pictures (775,000) ; Southern Railway pfd. (808,000) ; 
imperial Continental Gas (812,000); Amalgamated Press, 
(844,000); Associated Newspapers, dfd. (865,000); Burma 
Corporation (1,005,000); London, Midland and Scottish 
4 per cent. preference (1,020,000); Great Western ordinary 
(2,115,000). 


These figures, in their turn, illustrate the growth of 
“* duplication ’’ with the recent growth of the movement. 
Our analysis a year ago showed only two cases—Great 
Western ordinary and Burma Corporation—to which a 
figure of 500,000 or over applied. , 

The results thus far considered throw powerful light on 
the latent dangers of an effort to choose suitable portfolios 
for an unlimited number of fixed trusts from a limited 
number of securities. This contingency lies beyond the 
control even of the most farsighted individual management 
group. Ostensibly, the proposed Stock Exchange regula- 
tion, restricting the trust’s choice to securities dealt in 
within the walls of the ‘‘ House,’’ would leave open an 
enormous field for further development—for there are 
many hundreds of securities in the Stock Exchange Lists. 
It is being increasingly realised to-day, however—by the 
Stock Exchange, by the investing public, and, most of 
all, by the fixed trust managers—that the conditions under 
which the fixed trust movement operates impose much more , 
serious limitations than were originally apparent. The 
field of investment, obviously, is nothing like so wide as 
that which is open, in theory at any rate, to the investment 
trusts proper. There is a sharply defined limit to the 
number of stocks which are “‘ eligible,’ because they offer 
at one and the same time, ‘‘ popularity,’’ a wide market, 
and attractive earnings. 

If the available territory has now, in fact, been largely 
occupied, then the formation of large numbers of new fixed 
trusts must have one of two consequences. Either the 
potential dangers of over-duplication will be increased, pro 
tanto, or the newer trusts will be constrained to go out into 
the highways and byways of the market to discover 
““new ’’ stocks. Some sacrifice of security, or of in- 
come, or of capital prospects, or of all three, may be 
inevitable. 

So much for ‘‘ duplication ’’ of securities. We may now 
proceed to examine the manner in which the trusts have 
“‘ spread ’’ their holdings. 


“SPREAD” OF INVESTMENTS 


In what industries and classes of securities have the fixed 
trusts invested the funds at their disposal? The movement 
bases its appeal to the investor on the claim that it affords a 
wider distribution of risks, on a smaller individual capital 
holding, than any other medium. of investment. 

Fixed trust advertising, quite properly, makes a point 
of the wide distribution of trust portfolios. Figures are 
frequently given showing the percentage of the total value 
of a unit invested in companies operating in different 
groups of industries. There is, however, no approach to 
uniformity in classification. We have, accordingly, pro- 
ceeded to make our own classification, de novo. We have 
distinguished twenty separate groups—one each for gilt- 
edged stocks, debentures and preference shares, and seven- 
teen for ordinary shares, which, as will be shown, account 
for much the larger part of the average fixed trust port- 
folio. We have ascertained the market value, on Decem- 
ber 31, 1935, of every component stock, and have taken 
the aggregate of these figures as representing the value of a 
complete unit at that date, exclusive of loading charges and 
adjustments. We have set out the resulting figures, finally, 
in two tables. The one relates to general trusts and the 
other to specialised trusts. The former table includes 
figures for 35, and the latter for 13 trusts. In every in- 

stance, our computations are based on buying prices shown 
in the Stock Exchange Lists. The complete tables and the 
corresponding percentage distributions are set out on 
pages 44 and 45, and are divided into general and 
specialised groups. 


have normally a unit of lower market value than 
general trusts, the range in this case being from appr; 
mately {1,800 to a little over £4,500, with an arithmetical 
average of £2,700. 


The general trusts, it will be seen, have la: eschewed 
investment in -gilt-edged stocks and debenture,” pena 


to the supplementary table on page 45, in which the 


total holdings in each group are shown as a 2 
the total market value of every unit, reveals that onli 


out of 35 general trusts hold gilt-edged stocks in their 
portfolios. The Amalgamated Fixed Trust, exceptionally, 
has 14} per cent. of its total portfolio in gilt-edged stocks, 
but the movement as a whole has little over one per cent, of 
its total holdings invested in this way. Only three trusts 
hold debentures, the most noteworthy being Keystone 
Second, which has 7} per cent. of the value of its 
underlying securities in this form. The movement as a 
whole has only one-third of one per cent. thus placed. 


The position is very different as regards preference 
shares (including preferred ordinary shares). As many as 
29, out of 35 general trusts, hold preference shares. Two 
trusts—National ‘‘C’’ and First Provincial ‘‘A’’ hold 
preference shares exclusively. Five others hold from one- 
fifth to one-third of their total investment (by value) in 
this type of share, and thirteen others hold from 10 to 2 
per cent. in this way. For the general trusts, as a whole, 
the proportion is 16.3 per cent. 


It is significant that the trusts which were first in the 
field have been attracted less to the preference share than 
the trusts of later formation. The reason for the contem- 
porary popularity of this type of security may be ascribed 
ess to the high value placed by fixed trust managers on 
the ‘‘ priority ’’ rights which preference shares enjoy than 
to the relatively high yield which many of these shares 
carry. Had priority been the prime consideration, it may 
be presumed that the movement would not so studiously 
have avoided the industrial debenture, whose claims in 
that respect are demonstrably superior. 


Our figures show that 82.2 per cent. of the market value 
of the certificates held by the general trusts, at the end 
of last year, was represented by investments in ordinary 
shares. The fixed trust movement is predominantly 4 
medium for equity investment. Within this particular 
field, its claim to afford investors a wide * spread 1s 
very largely borne out by our analysis. Its holdings ate 
distributed over a wide range of industries. The average 
proportion invested by the 35 general trusts taken together, 
in any industrial group, is about 5 per cent. There is only 
one significant departure from this rule, namely, the - 
drink and tobacco group, in which over 15 per cent. of 
the trusts’ total resources have been placed. The “ pull 
of this group for some of the individual fixed trusts S 
demonstrated by the fact that one of them—National B 
—has something approaching one-half its total pane 
food, drink and tobacco shares, while another two—Bnits 
Empire Cumulative and Selective ‘‘ B ’’—have approxt 
mately one-third so invested. In six other cases—Nati ra 
‘‘ D,”’ British Empire ‘‘ A ’’ and “‘ B,”’ Commercial, 
vestors General, and First Provincial ‘‘ B ’’—the propo 
tion is about one-fourth. 


With this exception, the movement’s resources _~ 
or less evenly spread, both in gross and in detail. 
are, it is true, individual instances of more than — 
“‘ concentration ’’ on particular groups. The Na it ip 
‘‘A,”’ for example, has nearly a quarter of its ‘ith in 
retail trade and catering shares, and almost another @ 
utilities. British Empire ‘‘ A ’’ has over 15 per cent. in ol, 
rubber and tea, against an average for the whole 35 
of 4.7 per cent. The building, furnishing and pee 
group has claimed 20 per cent. of the Second Bri * Brit 
14.3 per cent. of the Scottish, the same proportion 0 
General ‘‘C,’’ 13.6 per cent. of the Investors 
General, and 12.6 per cent. of Provident Investors. 
trusts, again, have tended to specialise on 4 S)) 1» 
number of groups than others. The British General 
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Buy a definite interest in 50 leading securities with total | | 
reserves of £128,483,601. This represents an average he 
of two-and-a-half million pounds of Reserves for each Puig 
Company. | 





























LIST OF SECURITIES 


ALL HOUSEHOLD NAMES 


imperial Tobacco Ordinary “Shell” Transport Ordinary 
British-American Tobacco Ord. Apex (Trinidad) Oilfields i 
Carreras “A” Ordinary Venezuelan Oil Concessions Ord. : 
Commercial Union Assurance Manbre & Garton Deferred : 






2 










City of London Real Prop. Ord. _— Deferred Ordinary ; / 
ondon 'd & Lease’ ate & Lyle Ordinary t f 

. ot Ord vey = . ae > ,~ Storage 10% “A” } 

London Brick & Forders Ord. among + 

Allied ironfounders Ordinary — ot ag Pref. 

Bolsover Colliery Ordinary Beec . Part. 

Powell Duffryn Ordinary — seine 







Wm. Cory Ordinary t rial Chemical Ordinary 
Whitehead Iron & Steel £1 Shares Sub Nigel Led. 

imperial Continental Gas Cap. Stk. 
Victoria Falls & Transvaal Power 






Nourse Mines Ltd. 


Ordinary 
Whitehall Elec. 74% Cum. Pref. 
Atlas Electric 7% Cum. Pref. 
Great Universal Stores Ordinary 
Montague Burton 7% Cum. Pref. 
Maypole Dairy 20% Cum. Prefd. 
Ordinary 


Woolworths Ordinary 
Selfridges 10% Cum. Prefd. Ord. 


Gov. Gold Mining Areas 


(Modderfontein) Con. 


Robinson Deep “B” 

Austin Motor 20%, Prefd. Ord. 
Thomas Tilling Ordinary 

3. & P. Coats Ordinary 
Courtaulds Ordinary 


Cuniep Ruther 10% Cum. “C” 
Pref. 
Assoc. Brit. Pictures Corp. Ord. 










Allied Newspapers 8% Cum. Prf. 
Associated Newspapers Deferred 
Odham's Press Ordinary P . Ord. 

Daily Mirror Ordinary Van den Berghs 15%, Prefd. Ord. 


ALL THE COMPANIES ABOVE HAVE BEEN CHOSEN 
BECAUSE OF THEIR STRONG RESERVE POSITIONS 


THE GROSS YIELD REPRESENTS APPROXIMATELY 


D% 


PLUS BONUSES 


W. & T. Avery Ordinary 
ee Dental 8% Cum. 


















It is impossible to forecast in advance the cash value of bonuses, but had 
the declared bonuses on the securities been sold during the last full year 
the Certificate Holders would have received 1s. 1.83d per Sub-Unit in 
addition to the advertised yield. It is not implied that this will be repeated. 


THE MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD. act as Trustees for 
the Certificate Holders in the following manner :— 


1. Purchase all the securities. 2. Issue Registered Certificates topurchasers. 


3. Receive all dividends, etc., paid by the respective Companies and 
distribute such monies half-yearly. 














THE SYMBOL OF SECURITY 





A booklet explaining fully the unique advantages offered by an invest- 
ment in this Unit can be obtained from any bank, any stockbroker, or 


direct from 4 
FIRST PROVINCIAL FIXED TRUST LTD. 


21, SPRING GARDENS, MANCHESTER, 2 
Telephone : DEAnsgate 3056 
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VALUE AND DISTRIBUTION OF SECURITIES IN ONE COMPLETE uniT 
(at Buying Prices in Stock Exchange Lists, Dec. 31, 1935) 
(a) “GENERAL” FIXED TRUSTS 
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VRIESR ELE ELE) 2 1a? | a8 | af 
Grouping of Underlying Securities gE 3 5 =< =m 39 3A 2 = : i 
~ Zz Zz Zz Zz” q § 3 5 t a i i 
Qk SESk MERE week eee hele oe: lou 
od 769 ant 625| | é lle 
wo | oe | SOB} 188] ... | 535] 4,759] 197 |1,724] 973) 831 | 727/1,895| © | 247/107 | gis) & 
138 | ... | 333] 181} 805| ... | .. | 119] 138] 608] S61} 276| '793] 524] 5e0| 357 | 
ass | 2a3| .. | 234] 445| 166 .. | 99| 274 166 | 314| 331} 234] 235| jg) 
512 | 335| 373 | 273 \1,386| ... 290} 193] 856] 422] 508} 1,071] 411] 304| 328] gi5 = 
Rail, Shipping, Road Transport, Airways ... 71 665 273 252 ied 443 253 192 aa oem 364 186 | . 
Coal, Steel and Engineering ...........-...-+-.+- 375 | 469 | 886) 331 | 444] ... 244} 122) 690/ 612| 244) 441] ... 589 | 306 | ide 
Motors, Cycles RISTO © ..050ccceccecccece S81; ... 70 | 127) ... 140 bes soe aes ose 140} 122] 119 
Electrical Trades ........ccc+csssessssesseeeeneees 644 | 165 | 287) 241) .. |... ~'s oo 325 | 188] 550] 131] je] ™ 
Food, Drink and Tobacco ..........0.-.s-s+-se0s 880 | 690} 494/| 601 | 880 | 2,424 1,107 | 858 | 1,264 | 1,516 | 568 | 1,869 | 1,243 | 1,271 | 1,019 | 1,484 | tig 
Building, Furnishing, Decoration ............ .. 11,174] 212 | 483 | 757] ‘594 165 .. | 648| 480] ser} ”.. ‘ia | 23 
Retail Trade and Catering..........--.s.s+-+-++ 741} 927| ... | 295 /|1,771 551 | 177) 516} 659] ...| 865] 138] 361/ 400] | | gy 
Papers and Printing ..............::s0:ss:-s:sse+8 wa 255 | 691 | 255] 140 140] ... 480 | 255 | 353) 346] ... » | 2891 176 
Oil, Rubber and Tea ...........0.c0ccsecseeseeeees 381 | 207] 194] 103] 309] 206 309} ... | 484) 208/ 247) 721] 774] 144] 165| 206) diy 
Non-Ferrous Metals ...........ccsscessseceseeeees ss | ... 117 235} ... soy}... | .. | 176] 2. | 133] 219 47 
Gold Mines (Medium and Long Life) ......... ae, Sie ee ae UE Soe ... | 787] 722] ... | 620/1,200] -: | 957] 4g2 me 
Gold Mining Finance .................-..+0--0+00++ . | a. | 169] 181] ... | S90 288 | 192] 473| 235] 181] 427] 192] ... | 242] diy 
West African and Other Gold Mines ......... wy owe, Mey) Poe Gye gu ee eee eee eee ees) _ 
IIIS Salcsardaiarenttenssmnaninincsinanin .. | 712] 396} 482] Si4/} 281] |. | S84] ... | 947] 148 809} 385} ... | 599] 187] ji2 
Total Securities in One Unit —_...... 4,711 | 5,882 | 4,959 | 4,227 | 7,451 | 5,496 | 4,759 4.7203) 5,317 | 9,619 | 5,447 | 4,538 |12,746| 5,011 | 5,188 | 7,760 | 4,568 | apis 
. r & 2 3 rs . : 
ef #8 | 2 si| = a) 8] 3 : 5 ss —? isi mee Le 
er = wi : ; 3 a: Pope a ag : 

Grouping of Underlying Securities By $ a 3 5 E 3 3 z ra & =e s 3 £3 g 3 ‘ Hi 
exf2e|S")2d) 213 )e] 212) EAR AR “EUET a] a |AEIT 
£ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ £ 

ee ea eS. ee tiaod 769 >a vl a 194 ; 
SERIINEIED ntrcosnnncsconssreesonsccnesvestinsabiantt wee nae ost nee 492 one se nes one owe ms ee a 
Preference and Preferred ..........0s0s0se0000-- 539 | 832} 426 |3,837 | 696/| 344] .. | 570] ... [1429] 198] 680 |5,284| $47] 670} 365| 420 |engm 
Finance, Land and Property.............0:0.+.+- 257 | 464 | 278 | 675 | 504} 496} 609| 487} 291/ 318] ... | 199] ".. | 499} 118] 272] 178 Was 
(RR rr RE 99} 99} 99] 577) 148] 215] ... | 162] 463) 148) 880) .. | -. | 248] 265] |. | 117] Tm 
Sr earotat oaiemceneRNNna siiaisaaiaae 333 | 203} 193] 755} 76] 625/ 111] 77] 732] 453] ... | 154] |. | 497] 243] 95] ... [1m 
Rail, Shipping, Road Transport, Airways ... i baie eos 416 ane one one one 462 | 202 cad 206 oils 151 mae © ane 459 | 618 
Coal, Steel and Engineering ................-..-. .. | 103} 249] 860{/ .. | 257] 273] 382] 423] 486] 955| 271| |. 99 | 138 | 163 | 579 |11e8 
Motors, Cycles and Aircraft ..........0..0s.0+-+- Seer ree fe ie ae fl we 7 and Reed Bees Beet gem Bee 
Electrical Trades ............s000-s0000s-- oo we fb ose | SDT Set Sept Sere... | tan) Saal ... | Soe) |. |ig oe! Geet <. 56 | 415 
Food, Drink and Tobacco . | 730} S42} 820 }1,048!| 657] 567] 806 /1,046| 627] 327| 534] 211 | |.. |1,201| 90 |1,257| 978 |\9nem 
Building, Furnishing, Decoration . | 576} 663} 400] 900} 582] 135] sos| 183/ 543] 188| ... | 524] |. | ‘Ita ] 170] ‘105| 263 |10M 
Retail Trade and Catering . | 332] 854] 89] 5S07/ 849} 98| 195] 539] 684] ... | ... | 157] |. | 977] 362] 605| ... [1M 
Papers and Printing .............. .| 128] 529] 529] 602/ 188! 131] 451 | 287/ 269] 435] ... | 259/ |. | S05} 306| ... | 382 Y 
Oil, Rubber and Tea ...........ccsccssscssseseeees 124] ... | 124] 690] 124! 186] 319] 319] 259! 291| 693] 280! |. | ... | 165] 260] 691 
eR 235 = a 346 = aan = a aie 97 300 bas ian sad mS sink lll 
Gold Mines (Medium and Long Life) ......... 317] ... | $991,289} 280] 372} 647| ... | 844] 679] 762) 310| ... | 4841 539 | 380| 269 
Gold Mining Finance ...................-+.s0000. “es Pa eae Beet Tt ee Bee ee | flee ee ees lL 
West African and Other Gold Mines ......... 238 | ... ci 238 | ... ne : si 649} 142] 138] ... saa ‘i MAl ... 213 | 355 | 37% 
I rnin tacciennabeinpnbiecte 313 | 971 | 94] 894] 138] 274} 278| 206] 288] 287] ... | 112] |. | 490] 112] 95 | 573 |2L%M 
Total Securities in One Unit ......... 4,221 | 5,260 | 3,900 [14,867 | 5,150 | 4,463 | 4,635 | 4,907 | 6,591 | 6,484 | 4,322 | 3,656 | 5,284 | 5,172 | 3,624 | 3,925 5,196 /19008 









































(b) “SPECIALISED” FIXED TRUSTS 























Nature of Securities Held (arranged in Groups) 
Total 
Name Market 
Market | Percent.| Value 
Value of Total 
ial £ £ 
Investors Gas and Elec- ee Soe 2,658 91-7 2 
ibcshisteemalamane Electrical Trades... 240 8-3 f| 2,898 
Gilt-edged............... . | 2,561 56-1 
Gilt-edged .............2000 SI is icutihetineniinintstinmnded 1,032 | 22-6) 4,553 
SSRIS 960 21-3 
Gold Mines (long and medium) | 1,722 77-7 
Rand Certificates ......... Non-producers —..........ssseseee 342 15:4 2,216 
Gold-mining Finance ............ 152 6-9 
Gold Producers Deposit 
Receipts :— 
Ist Series ......... Gold Mines (long and medium) | 2,077 100-0 2,077 
2nd Series ............ — ee fons ane odie ivees 100-0 1,838 
es medium 95-8 
Srd Series ............ } Gold Mines (short). sree a 119 4-2f| 2,787 
Gold Mines (long medium) | 2,930 80-3 
Investors Gold Share W. African and other ......... 716 | 19-7f| 3646 
Group Units :— 
Brewery and Distillery re} 2,561 
49°5 
Home Raill............... 34-6 1,796 
15-9 
Iron, Coal and Steel ty 2,123 
e 5 18 
Oil Certificates ......... 98-2 4,154 
57-1 
Stores and Products... ine 2,583 
Textiles, Cotton and : 
Se Gentes oee }) 1,845 
Torat 13 *‘ SpeciaisEp ” mr 
TBST. ccisvecercssisents 35,077 

















Notrs.—In the above tables, all valu: 
other than those specified as “‘ gilt-edged,”’ ‘‘ debenture ’ 


S are given to nearest pound. 


shares. The term ‘‘ preference” includes preferred stocks. No loadi 


included 


All securities 


* or “ preference” are ordinary 


ng charges are 


for instance, has its ordinary share holdings concentrated 


on only six of the seventeen 


table. 


groups distinguished in our 
Its percentage figures of 22.1 in coal, 


steel and 


engineering, 20.4 per cent. in textiles and 16.0 per cent. 


in oil, rubber and tea are the largest for any single trust 
in those groups. Broadly, there has been a tendency, as 
might be expected, to concentrate on the prosperous I- 
dustries, and to steer clear of those whose recovery has 
been less conspicuous in the last few years (such as textiles) 
and those in which a high return has been coupled with 
‘* speculative ’’ prospects (such as motors, cycles and aif- 
craft). 
The question of fixed trust investment in gold mines 
demands special consideration. Some critics of the move- 
ment have maintained that the desire to ‘‘ ginger up ” the 
average yield figure has led, in certain instances, to the 
inclusion of an excessive proportion of gold mining shares, 
whose dividends have been brought in gross, without 
the necessary allowance for amortisation. It is obvious 
from the figures given in the preceding section of this 
Survey (dealing with ‘‘ duplication ’’) that certain 
mining shares, whose effective life is not always of 
longest, have exercised a magnetic power over a num 
of fixed trust groups. The 35 general trusts whose figures 
are included in the present tables, however, have, on 
average, no more than 6.6 per cent. of their total resources 
in medium- and long-life South African gold mines, 22 


per cent. in gold mining finance companies, and 1.4 Pe 
cent. in gold mines outside South Africa. The total in- 


vested in the gold-mining industry is thus a fraction over 
10 per cent. of the whole. These, however, are ~~ 
figures, and the proportions vary widely between in 
vidual trusts. Some have no investments whatever 
gold mining. Others have from one-eighth to nearly one 
fifth of their total holdings invested in South A 
mines, the highest figures being shown by British 6 
‘‘B’”’ (18.4 per cent.), British General ‘‘ A (17.9 Pi 
cent.), Security First (15.4 per cent.), Selective Only 
(14.9 per cent.), and Amalgamated (14.8 per cent.). 
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DISTRIBUTION OF SECURITIES IN ONE COMPLETE UNIT 
(ON PERCENTAGE BASIS) 
“GENERAL” FIXED TRUSTS 
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Preference and Preferred | | ML af SL | fnodio | a2 | 2-4 | ad-1 | 189 | a0 | ad | | ae | 28-8 | 8-7 | 0 
>. . . . . . . wee . . . ° 
Finance, Land and Property sel ace] 87] £3] 18]. |. | 25] 2-6] 6-3 | 10-3] 6-1] 6-2] 10-5 | 10-8] 1-8) 7-8] 3-0 
Utilities 10-9] 5-7] 7:5! 6-5 B 3-1 a1) o8) 28] ay] 2S] 2:3) S81 oS) 281 oe 8 
Rail, Shipping, Road Transport, Airways... | 1-5] 11-3] 5-5| 6-0] .. | 1 coi a ieeet. | | oel $8) 1 eet 
Coal, Steel and Engineering ..........00.+0ss0++ 8-0 8-0] 17-9] 7-8] 5-9 eh 5-2) 2:3] 7-2] 11-2 5-41 3-5 ns 761 451 40 
Motors, Cycles and Aircraft ............:.ccee00 12-3]... 14] 3-0]... 2:§ aie ew wt a ae 2-7 16] 2-6 pee 
Keteical Trade erevenevensoccenceenegecs a7 38 3s 8:7 He, ee . | aw | SO]. | co | 2s] 3-7] 10-6] 2-7) 8-0] .. 
ees Ge Sete cose seseoccceasccecoere ; ‘ ‘ 4-2) 11-8 | 44-1 23-4 | 16-1 | 13-1 | 27-8 | 12-5 | 14-7 | 24-9 | 24-5 | 13-2 | 82-5 | 25-2 
Building, Furnishing, Decoration edesccaapses ave 20-0 4-3 | 11-5] 10-2] 10-8 8-5 3+1 6-8 @ 14:3 3:8 9-2 oe 5-5 3-1 5-3 
Retail Trade and Catering PITITITTITITI TTT TTT 15-7 15-7 a 7-0 23-8 ie 11-7 3-3 5-4 12-2 fi 6-8 2-7 7-0 5-2 pee 13-4 
pare PURE osciscccctheccoscccessccssaces Nis 4:31 13-9 6-0 1:9 Ke 3-0 i 5-0 4-7 7:38 2-7 as nie 3-7 3-9 ne 
Rubber and Tea PITTITITITITITIT TTT 8-1 3-5 3-9 2:4 4-1 3-8 6-6 be 5-0 3-8 5-4 5-7 15-4 2-8 2-1 4-5 §-1 
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Preference and Preferred .........ccceceseseeeees 12:8 | 15-8 | 10-9 | 25-8 | 13-5 7:6 wa 11-6 vi 22-0 4-6 | 18-5 [100-0 6-7 | 18-5 9-3 8-1 | 16-3 
Finance, Land and Property eacsedeeccceccecceses 6-1 8-38 7°1 4°5 9-8} 11-0} 13-1 9-9 4-4 4-9 ae 5-5 aad 9-7 3-2 7-0 3-4 5-7 
BEE ‘sucenigpnnrebapraseciinanarmgaeenns 2:4] 1-9) 25] 3-9] 2-9] 48] .. | 3-3] 7-0] 2-3] 20-4]... 48| 73] ... | 22] 8-6 
i cthapaoqracsosinnesntimninsdeittintesatntntiitte 7-9| 39] 50] S51] 1-5] 14-1] 2-4) 21-6] abet] 7-0] 2. | 4-2 96) 67| 24] .. | 6-4 
Rail, Shipping, Road Transport, Airways ... ae i eae at Gi i. te ae ac 7-0 |} 3-1 sal 5-6 29/ 60] ... 8-8; 2-6 
Coal, Steel and Engineering ..........c.sseeee0e- ow | ' BO 6-4 5-8 “a 5-8 5-9 7-8 6-4 7°5 | 22-1 7°4 1-9 3-8 4-17 11-1 5-6 
Motors, Cycles and Aircraft ......cccscccscesee Cae are me 1:2] 13-7}... 3-4] ... 6-3] ... - ne ie Be 71] 16 
DT TOD soschsvchiescahar@iscnsdbacesesce se er ace 2-0 3-9 8-5 6-2 sd 2-3 2-2 ~ 8-0 ae 3:3 ‘ 1-1 2- 
Food, Drink and Tobacco ...........cceceeseeseee 17:3 10-3 | 21-0 7:0 | 12-8} 12-7 | 17-4 | 21-3 9-5 5-0 | 12-3 5-8 23-2 2-5 | 32-0 7:3 153 
Building, Furnishing, Decoration ............ 13-6 | 12-6}; 10-3 | 6-0) 11-3] 3-0] 10-8} 3:7] 82] 29] ... 14-3 2:2] 4:7] 2-71 S11 64 
Retail Trade and Catering..............ss00s000 7-9 | 16-2} 2-3] 3-4] 16-4] 2:2] 4-2] 11-0] loa]... : 4:3 5:41 10-0] 15-4] ... 6-8 
Of Ravbe PUNE si ccneacnctancendbocotsctenecs 3-0 | 10-0 | 13-5 4:1 3:7 3-0 9-7 5-9 4-1 6-7 nae 7-1 9-8 8-4 oe 7-4 4:2 
SE CN DOU shnsctvsncebacdnrcadchcosesaes 2-9 aa 3:2 4:6 2:4 4-2 6-9 6-5 3-9 4-5 16-0 7:7 ‘ee 4:6 6-7 | 13-3 4:7 
Non-Ferrous Metals ......0.....scesscsscsecseeees 5:6 se Ue Duss a <a ai a“ 15) 7-0] ... i ae ase 211 12 
Gold Mines (Medium and Long Life) ......... 7°35 | 15-4 8-7 5-4 8-4 | 14-0 ae 12:8 | 10-5 | 17-6 8-5 9-4) 14-9 9-7 §-2 6-6 
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one fixed trust, British Industries Fourth, has as much as 
— of its resources in gold mines outside South 
ca. 

These observations apply to the general trusts. The 
specialised trusts, as their names imply, have been formed 
to obtain a ‘‘ spread ’’’ mainly within individual groups 
of industries. The table on page 44 omits ‘‘ managed 
unit ’’ trusts whose holdings may change from time to 
time. It shows that, generally speaking, the same con- 
centration of resources on equity shares as in the case of 
the general trusts—apart, naturally, from such instances 
as that of the Gilt Edged Fixed Trust, which was formed 
to hold fixed interest securities. It will be seen, inci- 
dentally, that five specialised trusts have been formed to 
hold gold mining shares, and that the resources of these 
trusts are predominantly in South African mines. 


INCOME FROM INVESTMENTS 

So far, we have confined our analysis to the capital 
distribution of fixed trust investments. The figures in the 
Preceding tables do not form any guide to the way in 
Which the average income, paid out in dividends to cer- 
tificate holders, is made up. It remains to consider this 
aspect of the matter. On pages 46 and 48 we set out, 
for the same trusts and under the same headings as 
before, particulars of the total income received, both in 
{'s sterling and in percentages of the aggregate income 
per unit. The tables are based on our own independent 
calculation of the gross amounts received, before tax, in 
cash dividends (excluding scrip bonuses) on each indi- 

ual security in every fixed trust portfolio, between 
January r and December 31, 1935. Our figures are not 
necessarily comparable with those published by individual 
trusts, which may be made up to different accounting 


dates, and if the trusts are ‘‘ distributive,’’ may include 
the cash proceeds of capital distributions, ‘‘ rights,’’ etc. 
The figures of ‘‘ average gross income yield ’’ given in 
italics are based on the ‘‘ market value ’’ figures, as at 
December 31, 1935, given in the preceding tables. These 
figures are considered in greater detail on page 32 of this 
Survey. 

Some instructive comparisons may be made, on the basis 
of our tables, between the percentages of total capital 
and of income received, respectively, under each industrial 
group heading. For example, the 35 general trusts together 
have 16.3 per cent. of their holdings, in preference shares, 
from which they obtain 17.0 per cent. of their income. For 
the most part, the percentage of total income derived from 
preference holdings, tends to be a little, but only a little, 
higher than the percentage preference capital to total capital 
invested. 

If the two sets of figures are compared, group by group 
in the ordinary share classes, it will be found that, in most 
instances, the ‘‘ capital ’’ and ‘‘ income ’’ percentages are 
broadly similar. There are, however, some noteworthy 
exceptions to this rule. The food, drink and tobacco 
group, which (as we have seen) has attracted 15.2 per cent. 
of the total resources of the 35 general trusts, provided 
only 13.7 per cent. of total dividend income last year. 
There are two possible explanations. One is that the trusts 
made their purchases in a market where prices were already 
high. Another is that they have been willing to take a 
lower income in return for the prospect of capital apprecia- 
tion, or future share bonuses. The retail trade and cater- 
ing group—in which the percentages are 6.8 for capital 
investment and only 5.2 for cash income—includes more 
than one share whose market price is governed to a marked 
extent by capital bonus expectations. 
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(Based on gross dividends, before tax, paid on Underlying Securities, during calendar year 1935) 


(a) “GENERAL” FIXED TRUSTS—AMOUNTS TO NEAREST £1 
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(b) “SPECIALISED” FIXED TRUSTS 





Average 








o- 
—, Total erp) 
Name Income in Group at Yield (%) 
Dividend ones wt Lng 
lying 
Securities* 
I G d Utiliti 9 “ 
nvestors Gas an SIIER. ccccccsscccecccceces . P 
Electric.........++. Electrical Trades......... f| 1608) 44 
eee 6 
Gild-edged ......... NS TE ‘0 170-0 3-7 
SID ol ccnccupencns 3-5 
Gold Mines ...........-... f 
Rend Gostiiantes... \ | Non-Producers............ 109: 5-0 
Gold Producers De- 
posit Receipts: — 
First Series ... Gold Mines (Long and 
a 136:! 6-6 
Second Series.. Gold Mines (Long and 
SRE. scanscanntpones 143: 7-8 
Gold Mines (Long and 
Third Series... ee ee ro 
Gold Mines (Short Life) am8- 8-6 
Investors — Gold Mediu) on 
— Nee ost Aiton ak other 
er tanteicntiada 301- 8-3 
Group ee . —_ 
Brewery is- TENCE on. se eseeeveee °2 
IEP. <escsnsces II Sccnhiceseninenann 5g sf | 102: 4-0 
EDD - cbvessdccsscdes ‘9 
Home Rails ...... NOD +. ns ctbcondoonss 6 72: 4-0 
pete ey ES 5 
Iron, RE sicacuipihanetib ‘9 
i eee Ontinary Te: 6-77) 104 49 
. eee ere oie 
Oil Certificates IO sesh Riniesssinn 161: 3-9 
0 
Stores and Pro-< | Food, Drink & Tobacco 121- 4:7 
ducts ey aes SE cnassaunenuaie 
Textiles, Cotton _ Pea eee a 
and Rayon ...\| Ordinary ...........000004 90- 70) 4-9 
Torta 13 “ Speciat- 
isED ” Trusts... 1,880-56| 5-4 




















* Based on market values on December 31, 1935. 





The discrepancy between percentage investmeat and pet- 
centage income is, as might be expected, most striking i 
the case of gold mining shares. If the three relevant groups 
in our tables are taken together, it will be seen that, on the 
average, gold mining investments representing 10.2 pé 
cent. of total portfolio holdings provided 15.2 per cent. of 
total income last year. This class of income is, obviously, 
subject to deduction, on an actuarial basis, for amortise- 
In individual cases where the proportion of total 
income derived from this source is large, this factor may 
assume considerable importance. Examples to which this 
applies are the portfolios of trusts like British Empire 
‘‘ B,”’ which last year drew 26} per cent. of its total 
income from South African gold mines. 

Other cases in which more than one-fifth of last year's 
income is shown by our table as having come from Sou 
African mines include Keystone Second (20.1 per cent.); 
Selective ‘‘ A ’’ (20.2 per cent.), Scottish (21.5 per cent.), 
First Provincial ‘‘ B ”’ (21.6 per cent.), British General 
‘‘ A’? (22.0 per cent.), British Industries Third (23-0 P@ 
cent.), and Security First (24.0 per cent.). 


The income figures for the specialised fixed trusts 4 
shown in a separate table. Where preference shares are 
held, the results follow broadly the same lines as 1M 
case of the general trusts. The average yields, as one 
expect, are lower than those of the general trusts in cases 
like Investors Gas and Electric and Gilt Edged, where 
security and “‘ status ’’ are avowedly placed above 
diate income considerations. Conversely, the yield 0” 
various gold mining trusts is above the average. 
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THE UNIT is the same for both ‘First’ and 
‘Second’—twenty-nine first-class securities* ; for 
which the latest results show that no fewer than 
ten of the twelve dividends so far declared have 
made a marked increase upon the corresponding 


dividends of the previous year. 


THE YIELD on the basis of cash dividends only 
is: ‘First’ approximately 44%, reckoned on the 
present Sub-unit cost of 22s. 9d.; and ‘Second’ 
(price 20s. 6d.) approximately 43%. 


THE INVESTMENT is protected in both 
‘First? and ‘Second’ by the fact that all capital 
increment arising from the Unit securities will 
be accumulated in the Trust. No other fixed trust 
is cumulative to this degree—100% cumulative. 
And ‘First’ is further protected by a Capital 
Redemption Fund, whence its slightly lower yield. 


THE TRUSTEES are Midland Bank Executor 
& Trustee Company Limited, who are respon- 
sible in the usual way for the collection of all 
dividends, etc., and the half-yearly distribution of 


the whole income to Certificate-holders. 


THE TRUST DEEDS fully provide, in the 
best-approved current practice, for maintenance 


expenses and for continuity of management. 





FIRST & SECOND PROTECTED 


are the only 


FULLY 
cumulative 


FIXED TRUSTS 

















ee Sd 





* THE SECURITIES ARE 


Goodlass Wall 
Pinchin Johnson 
*Tunnel Portland Cement 
*Turner & Newall 
Imperial Chemical Industries 
British Aluminium 
Ranks 
*Tate and Lyle 
United Steel 
Richard Thomas 
*Bolsover Colliery 
Manchester Collieries 
Lake View and Star 
*Randfontein Estates 
Wiluna Gold Corporation 
Ford Motor Company 
*Leyland Motors 
*Raleigh Cycle Holdings 
*Thomas Tilling 
*Anglo-Iranian Oil 
Burmah Oil 
‘Shell’ Transport and Trading 
tGreat Western Railway 
*Southern Railway 
Associated Electrical Industries 
Associated Newspapers 
Chloride Electrical Storage 
tCourtaulds 
London County Freehold and 
Leasehold Properties 
* Latest results show increased dividends 


+ Latest results show the same dividends as last year 





Full particulars from any branch of the Bankers, Midland Bank Limited, from 
any Stockbroker, or by writing for Bookletw.1 to the Management Company: 


PROTECTED FIXED TRUSTS LIMITED 


at their Head Office 1 CHANCERY LANE, MANCHESTER, 2 


at 65 LONDON WALL, E.C.2 (Metropolitan 4551-2) ; or at the Branches in 


BIRMINGHAM, LIVERPOOL, BRADFORD, EDINBURGH, GLASGOW, BELFAST, and DUBLIN 
a 





Telephone: Deansgate 4262-4 
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GENERAL OBSERVATIONS 


The main conclusions suggested by this part of our 
analysis may be briefly stated. First, that the fixed trust 
movement has concentrated its resources predominantly on 
ordinary shares. Secondly, its holdings, with some excep- 
tions, are fairly widely spread over the field of British 
industry. To these generalisations we may add a third, 
which is apparent from inspection of the security lists of 
individual trusts. The movement’s resources are chiefly 
invested at home rather than abroad. 

In the light of these facts, the nature of the security 
which the movement offers to its clients can be fairly clearly 
perceived. Almost all the general trusts afford their cer- 
tificate holders the equivalent of an insurance policy against 
the advent of depression, or some unexpected misfortune, 
in a single industry. Certificate holders will never find 
themselves in the unhappy position of the proprietors of 
stage coach-building concerns a hundred years ago. A 


fixed trust holding, however, does not, and cannot, claim 
to afford an investor protection against fluctuations in pros 
perity of a ‘‘ cyclical ’’ order. These, as recent history 
shows, tend to affect the entire body of industry more of 
less simultaneously. Fluctuations in the value of ordinary 
shares tend, in turn, to be wider than those in industrial 
activity as a whole. For ordinary shares normally have 
preference shares and debentures ranking in senionty to 
them for payments whose amounts are fixed, whether the 
reservoir of profits from which to pay them is large o 
small. 
The future value of fixed trust units, in short, will tend 
to move more or less equally with the prices of industrial 
shares in general. These, in turn, will rise or fall between 
wider limits than the activity of British industry. To “ 
extent, the ‘‘ protection ’’ afforded by even an ideal fix 
trust ‘‘ spread’ over a number of industrial ordinaty 
shares, can only be partial. The ‘‘ spread ’’ does not! 
extend, in the main, beyond a single class of security. 
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Tue London Stock Exchange has, since the war, displayed 
increasing willingness to accept the implications of trustee- 
ship for the public interest in investment matters. It was 
from this viewpoint, rather than from any innate dislike of 
seeing business in a new species of security carried on out- 
side the walls of the “* House,’’ that the Committee for 
General Purposes decided, in May, 1934, to appoint a sub- 
committee on fixed trusts. The New York Stock Ex- 
change had considered the same question some months 
earlier, and had drafted a set of stringent regulations. In 
Great Britain, however, the position was not exactly on 
all fours with that in America, and the sub-committee de- 
cided to proceed with its work de novo. 

The terms of reference—‘‘ to consider generally the sub- 
ject of fixed trusts *’—were widely drawn, and the sub- 
committee took a proportionately liberal view of its duties. 
Its deliberations were lengthy, for it was not until Decem- 
ber 12, 1935, that its report* was issued. In the meantime, 
the sub-committee took evidence from the fixed trust 
managers, who freely placed a voluminous mass of infor- 
mation—much of it highly confidential—at its disposal. 
Close co-operation was also maintained with the banks and 
insurance companies representing the trustee side of the 
movement, and with the Provincial Stock Exchanges. 
Suggested regulations, on the basis of which certificates of 
“recognised ’’ fixed trusts might be admitted to dealings 
on the floor of the ‘‘ House,’’ were confidentially submitted 
to the various interests affected. Various amendments and 
alterations were introduced, to meet their wishes as far as 
possible. The fact that as many as thirteen drafts of these 
suggested ‘‘ Regulations for obtaining a Certificate of Recog- 
nition of a Fixed Trust ’’ were drawn up, reflected the sub- 
committee’s very proper desire to meet all legitimate points 
raised by those whom its regulations would largely affect. 

Fundamentally, the members of the sub-committee ap- 
pear to have been clear in their own minds, from the 
outset, on the general nature of the regulations which 
they desired to see carried into effect. The attitude of 
the Stock Exchange as a whole towards the broader ques- 
tion as to whether recognition should be accorded at all, 
pending clearer definition of the legal position of the 
fixed trusts, was, however, much more doubtful. A 
substantial body of conservative opinion stressed the 
“unofficial ’’ character of the movement, the possible 
difficulties which its rapid extension might involve in the 
event, e.g. of a check to the upward movement of the Stock 
Exchange values, and the difficulty of dealing, at one and 
the same time, in the certificates of ‘‘ open ’’ and “ closed ”’ 
trusts. On the one hand, it was pointed out that a basic 
tule of the Stock Exchange had insisted that “‘ permission 
to deal’ should be given only in fixed amounts of stock— 








* Described as an ‘‘ interim report."’ The document, however, 
includes the substantive recommendations of the sub-committee, 
whose ‘‘final report’’ was reserved for technical matters, of 
interest mainly to members of the Stock Exchange. 
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a condition obviously inapplicable to the certificates of an 
“* expanding ’’ trust. On the other hand, it was felt that, 
once a trust had been “‘ closed,’’ there would be a tendency 
for the number of its certificates to dwindle, partly owing 
to the cessation of new advertising by its managers, and 
partly because the non-returnable nature of loading charges 
offered the managements a higher effective annual return 
for the shorter average life of the trust. 


~ The view of the majority of the members of the sub- 
committee would appear, however, to have coincided with 
that of the more progressive body of outside opinion. It 
was felt that the Stock Exchange could scarcely afford to 
ignore the existence of a movement whose “‘ sales ’’ already 
exceeded two score millions. It was urged that the best 
way of obtaining some approach to uniformity of practice, 
and of drawing effective distinction between the more and 
the less meritorious manifestations of the movement, was 
to secure adherence to a definite code of rules, in return for 
the valuable facilities which ‘‘ recognition ’’ would confer. 


Some members of the sub-committee, indeed, may well 
have assumed that this point of view was implicit in their 
mstructions, and that the presentation of their report would 
necessarily be followed by appropriate action, incorporating 
the new regulations into the body of Stock Exchange rules. 
It is an open secret, therefore, that surprise was not con- 
fined to the outside public, when it was officially learned that 
the authorities of the ‘‘ House ’’ itself were not prepared 
to recommend ‘“‘ recognition ’’ until Parliament had enacted 
legislation which could be enforced against the entire fixed 
trust movement. The Stock Exchange authorities would 
appear to have been impressed by the impossibility, under 
contemporary conditions, of controlling the activities of any 
trust which was content to find its own market elsewhere. 
The report signed by the chairman of the sub-committee, 
indeed, went so far as to say that ‘‘ there was, in fact, con- 
siderable ground for saying that the majority of fixed trust 
managers would welcome conditions which constituted them 
the sole market for their own sub-units.’’ If the Stock 
Exchange had been a public chartered body, with appro- 
priate powers and status, the matter might conceivably have 
appeared in a different light. 


It must be concluded, therefore, that the Stock Ex- 
change’s non possumus has postponed recognition, and its 
corollary of official dealings in certificates on the floor of 
the ‘‘ House,’’ pending any legislative action which may 
follow the report of the Board of Trade Departmental Com- 
mittee. We give below, nevertheless, a detailed summary 
of the Stock Exchange sub-committee’s report, which, de- 
spite its lack of immediate practical relevance, stands on 
record as the first responsible effort to define, by implica- 
tion, the minimum standard to which a fixed trust ought 
to conform. 





REPORT OF THE STOCK EXCHANGE SUB-COMMITTEE ON 
FIXED TRUSTS 


The subject-matter includes (a) a report proper, and (6) a series 
annexes setting out proposed rules and regulations. In their 
port (which is dated December 12, 1935, and is signed by Mr 
RP. Wilkinson, as chairman), the Sub-Committee declare:— 


(t) The material collected has made it clear that this method of 
lvestment provides a means of obtaining money from the public 
t affording the safeguards with which the legislature has 
‘urounded many other forms of investment. The movement is 
®panding with great rapidity, and unless there is some standard 
‘0 which all fixed trusts must conform, the influence of competi- 
will produce trusts which sacrifice stability and probity to 

we financial appeal of promises which would not stand well- 
ormed examination. There is evidence, however, that the fixed 
for movement owes its growth also to a genuine public demand 
a & means by which the comparatively small investor may enter 
the ty speculative but clearly defined field of investment with 
efits of a spread risk. The Sub-Committee concludes, 


therefore, that the public interest does not demand the suppression 
of fixed trusts, but the establishment of standards to safeguard the 
ublic. 
' (2) The Sub-Committee, after considering what steps the Stock 
Exchange itself could take, has drawn up draft regulations for 
that purpose. But such regulations would merely exclude from 
the Stock Exchange those trusts which did not comply. They 
could not control the activities of trusts which were content to 
find their own market elsewhere. By promulgating such regula- 
tions the Stock Exchange would be assuming the heavy respon- 
sibility of deciding whether they were in fact adequate, and 
whether in each case they had been duly complied with. The 
Sub-Committee felt that the or een to the public would be 
limited, and altogether absent in those cases in which it was most 


eeded. j 
. (3) The ultimate conclusion, therefore, is that full protection 
can only be achieved by legislation universally enforced, which 
lies outside the scope of the Stock Exchange. 
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(4) Other aspects of the matter will be the subject of a future 
Report [previously referred to on page 49}. 

The annexes to the Report are described as a 13th Draft. 
They comprise seven documents, and may be summarised as 
follows : — 


POINTS FOR AMENDMENT OF RULES 


‘‘ Unit ’’ includes any participation in a fixed trust. A “‘ fixed 
trust ’’ to be “* recognised ’’ must obtain and maintain a certificate 
of recognition, which the Committee may withdraw or suspend at 
any time. No member shall deal except in units or sub-units of 
a recognised fixed trust. No member shall be interested as share- 
holder or otherwise in any company which acts as managers of 
any fixed trust whether recognised or not or the greater part of 
whose income is derived from the management of or dealings in 
units or sub-units. Rule 193 shall apply to purchases and sales 
of units or sub-units. Contract notes for units or sub-units shall 
be subject to the rules and regulations of the Stock Exchange. 


REGULATIONS 
FOR OBTAINING & CERTIFICATE OF RECOGNITION OF A FIXED TRUST 


The following documents and particulars must be sent to the 
Secretary of the Share and Loan Department when application 
is made: — 

(1) Two prints of the trust deed. (2) [f required, the last 
directors’ report of the proposed trustee. (3) Full particulars of 
the managers and, if the managers are a company, (a) the memo- 
randum and articles of association, (b) the last report and balance 
sheet, (c) the names and description of the directors and a list of 
all other directorates held, (d) the secretary and registered office. 


(4) Copies of any circulars or advertisements. (5) Specimen of 
the certificate. (6) A complete list of securities which will initially 
constitute a unit or sub-unit (‘‘the underlying securities’’). All 
such securities must be dealt in on the Stock Exchange, and it 
is inadvisable that the amount of any one security, when the trust 
is fully constituted, should exceed 2} per cent. of the total amount 
dealt in. 


(7) An undertaking (a) To notify the Share and Loan Depart- 
ment immediately and certificate holders on completion of any 
change in the constitution of a unit or sub-unit. (b) To furnish 
circulars or advertisements before their issue. (c) To deliver three 
copies of the half-yearly accounts. (d) To furnish on demand 
detailed statements showing how the offered and repurchase prices 
of units or sub-units have been arrived at, showing separately any 
loading charge. (e) To permit any prospective subscriber or any 
holder to inspect copies of the statements referred to in sub-clause 
(d). (f) Not to pay any broker or other agent for placing any 
unit more than the commission on the minimum scale laid down 
in Appendix 39(D). (g) Not to demand from any subscriber more 
than the market cost of the underlying securities plus ordinary 
costs of such purchase plus accumulated net income plus the 
loading charges authorised by the deed and any fiscal charges 
(except that the price may be made up to the nearest multiple of 
3d. above the price so ascertained). (h) (i) Where the trust deed 
makes provision for the transfer of units, to make registration 
arrangements satisfactory to the Committee; (ii) where the trust 
deed does not make provision for transfer, to make satisfactory 
arrangements to accept the surrender of certificates of registration 
and to issue fresh certificates in a new name free of expense other 
than stamp duty (if any) and a fee of 2s. 6d. for each new certi- 
ficate required. (1) To issue certificates in a style approved by 
the Committee. (j) To notify the Share and Loan Department of 
all proposed alterations in the deed of trust. (k) To furnish on 
each Stock Exchange account day the total number of units and 
sub-units outstanding and the underlying securities held. (J) To 
give 21 days’ advance notice of the intention to close the books 
for dividends. (m) To comply with the requirements of the Stock 
Exchange relating to recognition. 

(8) An undertaking under the seal of the trustee covering the 
points referred to in paragraph 7 (a), (i), (j) and (m). 


FORM OF TRUST DEED OR AGREEMENT 


The trustee must be an insurance company or bank authorised 
to do trust business, or a company affiliated to an insurance 
company or bank. 


The trust deed must deal, in particular, with the following 
points:—(a) A specific declaration by the trustee that the under- 
lying securities, etc., will be held on trust for the holders of units 
or sub-units. (b) That certificates for units or sub-units shall not 
be issued, or be valid, unless signed by the trustee; and until the 
trustee has received the underlying securities or contract notes by 
brokers for their purchase plus the cash to pay for them on 
delivery ; or until the trustee has received from a London clearing 
bank an irrevocable and unconditional undertaking to deliver the 
underlying securities without payment. (c) That the trustee 
accepts responsibility for all certificates and for holding the under- 
lying securities and/or cash. (d) Provisions to secure that all 
units or sub-units shall confer on the holders identical rights. 
(e) Unless the unit or sub-unit certificates are bearer documents, 

rovisions either enabling holders to transfer or to surrender; for 

eeping a register; and for its inspection by the trustee and by 
holders. (f) Clear provisions as to the remuneration to be received 
by the trustee and managers. Where the remuneration is provided 
by an initial loading charge, provisions for securing that a suffi- 
cient proportion of this amount, as agreed by the auditors to the 
managing companies and the trustee, will be deposited in a bank- 


March 7, 199g 


ing account or invested in the name of th trustee 
aclutad only at half-yearly intervals pro va r the at 
to 


, ta over 
period of the trust; or some other suitable Provision 
that, in the event of a change of trustee or Secure 


will be available for the remuneration of the 
New trustes 
a 


i 


managers. 


(g) That new managers must be approv 
notiied to the Share and Loan cman. ¢ ante aad 
managers shall retire: —(i) If they go into liquidation Tt 
ship or, in the opinion of the trustee, are in financial seceiver. 
or insolvent ; (ii) if for good and sufficient reason the tei 
opinion that a change of managers is desirable in the Here 
the holders ; (iii) if holders of 75 per cent. of the outstanding 
or sub-units require the managers to retire. 

(i) That the trust is for a limited period not ex ing 2 
(j) Suitable provisions for liquidation on termination, to bee 
out under the supervision of the trustee, who must notify 
of their rights. (#) The trustee must accept responsibility 
up accounts of the trust half-yearly, and to make 
half-yearly distributions in respect of income. Two 
each account to be sent to the Secretary of the Share Low 
Department and to be open for inspection free of charge at the 
office of the trustee and the managers by any holder, 

(1) The trust deed must provide either that the number of unity 
shall be limited or must contain provision for the trustees at 
time to fix the number, which will be agreed with the Committe 
when application for recognition is made. (m) How and by whom 
the voting rights on the underlying securities are to be 
(n) That the holder of a complete unit on surrendering his cegtj. 
ficate can either take delivery of the underlying securities o 
payment only of necessary expenses ; or at his option require the 
managers to instruct the trustee to realise such securities and 
him the net proceeds, subject to usual brokerage and stam q 
without any further deduction. (0) That all purchases sales 
of underlying securities are togbe made by the trustee or at his 
discretion by the managers. (p) Express provisions for 
with stock dividends or any distributions or rights, in 
of the underlying securities, other than cash dividends, (q) Gua 
provisions regarding sales of underlying securities and how th 
proceeds are to be dealt with. (r) Provision that any holder shal 
on demand, without payment, be furnished with:—(i) A copyd 
the last half-yearly account; (ii) any subsequent changes in the 
underlying securities ; and, for not more than 2s. 6d., (iii) a copy 
of the trust deed. 

(s) An express provision that the price at which the 
will sell units or sub-units shall not exceed the market cost fa 
plus brokerage, expenses of purchase, loading, and fiscal 
and a proper proportion of undistributed income ; except that th 
price charged may be made up to the nearest 3d. above the ascer- 
tained price. 

With a covenant by the managers that they will on demand 
furnish any purchaser with a statement showing how the pre 
paid by him was made up and that they will refund any exces. 
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FORM OF CERTIFICATE FOR UNITS AND SUB-UNITS 


Certificates issued for units and sub-units must:—(1) Be signed 
or countersigned by or on behalf of the trustee with at least om 
autographic signature. (2) Contain a reference to the deed of 
trust, giving the date and parties thereto and a statement of the 
right of the holder to be furnished with a copy upon payment of 
not more than 2s. 6d. (3) Give sufficient particulars of the method 
by which the same can be transferred or surrendered. (4) State 
what (if any) obligation the managers or the trustee take to fe 
purchase units or sub-units; and, if no obligation is taken, 
statement that there is no such obligation. (5) Contain a notifice- 
tion of the right of the holder (a) to inspection of the half-yeatly 
accounts; (b) to take delivery of the underlying securities 
surrender of a complete unit. (6) Contain a summary of te 
provisions of the deed (a) regarding the remuneration of t 
trustee and managers; (b) regarding exercise of voting rights 00 
underlying securities; and (c) for giving notices to certificate 
holders. 


PROVISIONS REGARDING HALF-YEARLY ACCOUNTS 


Within 14 days of fixed dates specified in the trust deed, 
trustee shall each half-year prepare a certified account 
the income distribution. This amount shall show:—(a) }he. 
amount of all cash dividends and bonuses or distributions 
during the half-year, and the amount of tax (if any —_ 
(b) Similar information with regard to tax-free divide s. (¢) 
other cash receipts which it is proposed to distribute, 
whether these are in the nature of income or capital. the 
deductions or charges for the remuneration or expenses | 
trustee and managers. (e) The net amount to be dis dl 
distinguishing between capital and income. (f) A sta jeased i2 
the underlying securities and cash. (g) The amount fe “_ 
the half-year to the trustee and the managers for their rem 
tion and/or a certificate from the trustee that an adequate 
was still in hand to cover future remuneration. of this 

There shall be sent by post to each holder a So event 
statement, with a suitable declaration for the Inlan 
authorities. 


PROVISIONS REGARDING CIRCULARS 


Any circular (which shall be deemed to include 4 aescrins be 
booklet) issued to members of the public shall co 
following information :— 

(1) The name and address of the trustee and J accountat 
(2) The name and address of the managers and, W a sect 
company, the names of the directors, manager (if any, 
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. (3) By whom the voting power on the underlying securities 
me A be ease. (4) What obligation the managers or the trustee 
take to re-purchase; and if none is taken, a statement to that 
effect. (5) Full information regarding the remuneration of the 
trustee and managers. (6) A summary of the provisions of the 
deed regarding changes in the underlying securities. (7) A sum- 
mary of the provisions regarding the rights of a unit-holder on 
surrender of a complete unit. (8) A summary of the provisions 
with regard to transfer or surrender of units or sub-units. (9) If 
any reference is made to the yield to be obtained, the circular 
must clearly show whether anything other than cash dividends or 
cash bonuses has been taken into account in its calculation ; and 
on what basis distributions other than cash dividends or bonuses 


March 7, 1993 


have been dealt with; and what adjustments have 3 
allow for decrease in value of securities affected wet an’ 
of 






tions. (10) Such circular shall state that a 
tion has been obtained from the Stock E ; but bat 
merely indicates that members of the Stock Exchasge pan 
to buy and sell units and sub-units, and does ast i 
approval by the Stock Exchange of the merits of the 
fixed trust or its selected investments. 


PROVISIONS REGARDING ADVERTISEMENTS. 


Any advertisement with regard to a fixed trust 
a certificate of recognition granted by the Stock Eocene’ 
contain the qualification set out in section 10 above, ol 





SOME REFLECTIONS ON THE STOCK EXCHANGE REPORT 


PeRusAL of the draft regulations, which are summarised in 
the preceding section, suggests that the members of the 
sub-committee proposed to base their control of the fixed 
trust movement, secured at the price of recognition, on two 
main principles. The first may be termed the principle of 
‘““ maximum information ’’ and the second that of ‘‘ segre- 
gation of interests.’’ On the one hand, the fixed trusts were 
to enjoy considerable elasticity as regards their constitution 
and general practice. The suggested Stock Exchange rules, 
broadly speaking, do not so much attempt to lay down what 
“‘ recognised ’’ trusts should or should not do as to insist 
that complete information as to what they have, in fact, 
done shall always be promptly available in the Stock Ex- 
change’s records. On the other hand, the proposed regu- 
lations draw a clearly defined line between membership of 
the Stock Exchange and membership of any fixed trust 
management company. Whether a fixed trust is ‘‘ recog- 
nised ’’ or not, no member of the Stock Exchange is to be 
interested in it in any way except as a broker or dealer. 
The proposed self-denying ordinance is very strictly drawn, 
its evident intention being to prohibit a Stock Exchange 
member from holding not merely a direct shareholding in- 
terest in a fixed trust management company, but also from 
being interested in a company which itself holds shares in 
such a concern, either directly or at one, two or more 
removes. This appears to be the interpretation to be placed 
on the phrase “* interested as shareholder or otherwise.”’ 


The only loophole appears to lie in the suggested defini- 
tion of a fixed trust management company. The Stock Ex- 
change sub-committee suggests two ‘‘ tests ’’ of a manage- 
ment company. In the first—‘‘ any company which acts 
as managers of any fixed trust whether recognised or not ”’ 
—there is no ambiguity. But as regards the second—“‘ the 
greater part of whose income is derived from the manage- 
ment of, or dealings in, units or sub-units ’’—the position is 
less clear. What is the status of a group which includes 
fixed trust management (exercised through a subsidiary 
company) as a single part of a general financial business, 
which may include company promotion, prospectus work, 
underwriting, etc.? Would the Stock Exchange committee 
have the right to demand, from such a company, an annual 
statement of its profits, in order to ascertain whether 50 per 
cent. or more of them were obtained from fixed trust 
management? 

No serious exception can be taken to the main provisions 
suggested as conditions precedent to the granting of a certi- 
ficate of recognition to a fixed trust. Regulation 6, which 
requires the disclosure of a complete list of securities which 
will initially constitute a unit, may involve some little diffi- 
culty if the ‘‘ flexible ’’ trust—which has freedom under 
its trust deed to operate within the limits of a lengthy list 
of eligible securities—increases its popularity. Presumably, 
the wording of the proposed regulation would enable a 
flexible trust to qualify for ‘‘ recognition ’’ by declaring the 
actual list of securities which it proposes to purchase 
“initially ’’ and to make known its holdings on each 
account day. 

The restriction of underlying securities to those which 
are dealt in on the Stock Exchange, and the limitation of 
the amount of any one security when the trust is fully con- 
stituted to 2} per cent. of the total amount of that security 
dealt in, both appear eminently wise in their intention. It 
may, however, be questioned whether the 2} per cent. limit 
may not be too widely drawn in the case of securities which 


are held by more than one fixed trust. Reference to 
of the Survey will show that shares in J. and Poe 
for example, figure in as many as 20 fixed trust Portfolios, 
while 18 fixed trusts hold shares in Imperial Chemic 
Industries. Limitation on holdings by individual fixa 
trusts, without reference to holdings by the movement as, 
whole, would allow, in theory, say twenty fixed trusts tp 
hold between them 50 per cent. of the outstanding total of 
a favourite company’s capital. Such a position would, 
undoubtedly, be calculated to have undesirable market 
repercussions. 

The proposed stipulations as to the form of the trust deed 
may be said to crystallise the current practice of the bes 
fixed trusts. Their universal enforcement would have 
salutary consequences, but might in a few instances 
restrictive in practice. These regulations would limit trustee 
ship to insurance companies and banks, or to their affiliates 
Thus they would close the door, e.g. to the investment 
trust companies should the latter, at any time, desire to 
become trustees in this particular field. 

Sub-section (b) in this section prohibits the issue ofa 
certificate until the trustee has received the Sead 
securities or contract notes for their purchase, signed by 
brokers, plus the cash necessary to pay for them. It woul 
not, apparently, be sufficient for the buying broker to furnish 
evidence of a firm order to purchase the securities, accom 
panied by cash. If, by any chance, the market for a singe 
underlying security in a portfolio were temporarily to” dry 
up,’”’ so that purchasing orders could not be immediately 
placed, it would apparently be necessary under this section 
to suspend the issue and sale of new certificates. Pre 
sumably, in such an event, if the market for sub-units were 
at all active, the fixed trust managers might deem it the 
lesser evil to allow their brokers substantially to bid up the 
price of the ‘‘ missing ’’ security, rather than miss thet 
market for certificates altogether. The effect of such a nis, 
spread over the whole cost of a sub-unit, might not be 
formidable. Its repercussions on the market for the single 
‘« missing ’’ stock, however, would be much more fat 
reaching. 

Sub-section (f) would make compulsory in all trust deeds 
the retention of part of the initial loading charge ™ 
escrow,” available only in appropriate instalments, at hall 
yearly intervals, to meet administrative requirements wer 
the whole of the life of the trust. It may be noted that 
Stock Exchange sub-committee, in incorporating this . 
desirable stipulation in its report, has not attempted to ly 
down any standard of ‘‘ suitable provision.” Apparently, 
the question whether the amount to be segregated maror4 
large or small is left to the judgment of ‘‘ auditors por 
management companies and the trustee.”” To some ci 
this may appear to put upon the auditors a heavy responsr 
bility, if, in fact, it subsequently turns out that the escrow 
fund is inadequate. In practice it might be fount 

certain fixed trusts, all enjoying Stock Exchange recogm!” 
had made widely varying provisions under this h 

The position of ‘‘ escrow ’’ funds, in general, d : 
close consideration. There has not, as yet, been any oppor 
tunity to test prevailing ideas as to their adequacy oF 
wise. Prudence, therefore, would suggest that they vit 
be liberally estimated to allow a margin on Oe a 
side ’’ for unknown future contingencies. But every oa 
tion for this purpose must, pro tanto, reduce the theit 
available to the managers for other purposes, including 


own profits. Other things being equal, it would not be 
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ment groups (which had already secured satisfactory 
on extensive sales of the units of their existing trusts) were 
to tend to take a more generous view of what was fitting 
in the way of escrow provisions, than the newer and smaller 
management companies, whose sales had not i 
reached : — he level to be remunerative (see 
20). mately, experience may suggest 
Perability of laying down a minimum standard to whieh 
all trusts must conform, leaving any trust free, if desired 
to obtain the legitimate ‘* sales advantage ” of an advertised 
fond above the minimum level. 

Sub-section (h) gives, in effect, an ultimate veto to the 
trustee over the acts of the managers. Under part (ii) of 
this sub-section, a Serious divergence of view on a matter of 
policy, between managers and trustee, would, if it were 
maintained, raise the question whether it did not constitute 
“ good and sufficient reason ’’ im the trustee’s opinion for a 
change of management. In other words, the trustee would 
always hold a weapon over the heads of the management 
which would be bound, in the last resort, to be decisive. 
The enforced retirement of managers, on the initiative of 
certificate holders, however, would be effected only by a 
three-to-one majority. This might not always be easy to 
secure, in view of the “‘ scattered ’’ nature of fixed trust 
certificate ownership, and the smallness of the average 
holding. In practice, it would be safe to conclude that, 
under these regulations, and in the absence of insolvency or 
financial difficulty on the part of the managers, the latter 
would largely hold their power at the trustee’s pleasure. 

Finally, it will be noted that the Stock Exchange com- 
mittee does not either recommend or ban any particular 
method of calculating the ‘‘ yield ’’ oh fixed trust certifi- 
cates. It would still be possible, under its rules, for a 
“recognised ’’ trust to include the proceeds of sales of scrip 
bonuses, income from “ short-life ’’ securities, etc., in the 
figure used for ‘‘ display ’’ purposes. In such a case an 
accompanying statement would be required clearly to 
explain: (a) the way in which scrip payments had been 
dealt with, and (5) the adjustments made to allow for any 
decrease in the value of the securities affected. It may be 
doubted whether every potential small investor would be 
sufficiently well versed in such matters to appreciate the 
force of the qualifying ‘‘ explanation.’”” Would a promised 
income of 54 per cent. “’ cum explanation ’’ make a greater 
ora less appeal to such an investor than one of 4 per cent. 

ex explanation ”’? 

The disclaimer, in all fixed trust publicity, of Stock Ex- 
change Tesponsibility (other than that implied in “‘ recog- 
nition *’) is logical and inevitable. No exception can be 
taken to its terms, either by members of the Stock Exchange 
or by fixed trust managements. 

Such are the recommendations of the Stock Exchange. 
At present they are in posse rather than in esse. If the report 
of the present Departmental Committee on fixed trusts re- 
sults in legislation, an interesting position may arise. The 
Stock Exchange has not given any explicit undertaking 
that, in such an event, it will proceed to give facilities for 
dealing in the certificates of ‘‘ recognised ”’ fixed trusts, on 


the terms outlined by its sub-cemmittee. It may well be 
found that outside opinion has been somewhat overhasty 
in reading evidence of such an intention into the report. 

If, however, the full Committee for General Purposes did 
decide to take such action, and to adopt the sub-committee’s 
suggested draft rules, what would be their general effect? 
It might be that, however lukewarm the present 
attitude of some fixed trust managements towards the ad- 
vantages of Stock Exchange dealings, a certificate of recog- 
hition would in practice be so immensely valuable a “ selling. 
point,’’ that the majority of fixed trusts would be prepared 
to go a considerable way to obtain it. A Stock Exchange 
‘* minimum code of conduct,’’ extending and supplementing. 
a legislative “‘ code,’’ would undoubtedly be highly bene- 
ficial in the interests of the investor, and, in the long run, 
of the fixed trust movement itself. The Stock Exchange: 
‘‘ code,’ moreover, would have an elasticity which the 
legislative ‘' code ’’ might not possess. It could be amended. 
or extended at short notice, in response to changing circum- 
stances. The investor’s experience in relation to the amend- 
ment of the Companies Act, on the other hand, shows only 
too clearly that the machinery of the law is cumbrous and 
slow-working. 

It may be confidently presumed that experience would, in 
fact, lead to substantial and, probably, speedy alteration 
in the draft Stock Exchange regulations as they now stand. 
They represent a painstaking, conscientious and informed 
endeavour to secure such minimum terms as would be 
acceptable to all parties, in a movement which has hitherto 
been in existence only for five years in this country. Almost 
in every clause they are eloquent of a desire to avoid the 
laying down of definite nwmerical standards. They are, in 
effect, largely a picture in outline, which it is left to the 
lessons of experience to fill in. 

On the other hand, they clearly reveal an anxiety to dis- 
sociate the Stock Exchange completely from any connection 
whatever with the fixed trust movement, other than the pro- 
vision of an official market for its certificates. Representa- 
tives of the movement will be prone to ask whether this 
differentiation has not been taken so far as to suggest that, 
in the Stock Exchange’s view, it implies (perhaps involun- 
tarily) a bar sinister on the fixed trust escutcheon. The tone 
of the Stock Exchange report is not enthusiastic, and the 
tenor of that document suggests that the movement has 
secured the close attention of the authorities, not on its 
intrinsic merits, but mainly on account of the dimensions 
to which it has grown. It would be regrettable if this not 
unnatural attitude were to lead to a species of perma- 
nent estrangement between the Stock Exchange and sy a 
sible representatives of the administrative side of the fixed 
trust movement. 

It is certainly unnecessary, however, at this stage, to 
premise any such result. Rather one may expect that 
further experience will clarify ideas on both sides. Co- 
operation would be capable of giving valuable results, if it 
led to common agreement on the desirability of avoiding 
future duplication of fixed trust security a excessive 
multiplication of new fixed trusts, and undesirable “* writing 
up ”’ of yields. 





GENERAL CONCLUSIONS 


THE facts elicited in the course of this Survey have shown 
one thing, at least, with crystal clarity. As a movement, 
€ fixed trusts have been eminently successful. Some 
Movements achieve greatness; some have a Departmental 
Mmittee thrust upon them. The fixed trusts have 
achieved both distinctions. 
Judged by the standards of the market-place—which are 
strictly applicable to what has been, from the outset, a 
selling ’’ movement—their success has been rapid and 
complete. The movement started in a period of profound 
Pression, with little or no support from responsible invest- 
ment quarters. It has secured, in less than five years, some 
millions of ‘‘ subscriptions ’’ from a clientéle drawn 
atgely from the ranks of the small investor. Such a result 
proof both of public demand and ability to meet it. It is 


true that the amount of fixed trust certificate sales has been 
less than a tithe of the total subscribed for new capital 
issues in the London market during the last quinquennium. 
It has not represented ‘‘ new ’’ investment in the strictest 
sense, since its resources (apart from loading charges, etc.), 
have been entirely expended in the purchase of existing 
securities. It is also evident that the amounts of fixed trust 
certificates at present outstanding are small compared with 
the total resources of long-established institutions catering 
for the small investor, like the savings banks, the National 
Savings Committee and the building societies. Neverthe- 
less, the fact that both the Stock Exchange and the Govern- 
ment itself have been compelled to take official cognisance of 
the movement is a testimonial to its current importance, 
which is the more convincing because it is involuntary. 
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Throughout the present Survey we have endeavoured to 
approach the movement and its problems from a detached 
scientific standpoint. It is consonant with such an attitude 
to give credit to the fixed trusts for certain results which 
have been both positive and beneficial. For the first time, 
an agency has been created with substantial resources avail- 
able for blazoning the merits of investment, not in any 
particular share, but in ordinary shares in general. What- 
ever criticism may be made of individual portfolios, the 
securities selected by the fixed trusts as a whole have been 
predominantly those of well-established and successful 
British companies. The bucket shop has not been driven 
out of business—far from it. But the fixed trust movement 
has attracted some of the small investors’ savings which 
would otherwise have gone into excessively speculative and 
wild-cat shares. It may claim part—though certainly not 
the whole—of the credit for the absence, during the present 
period of market activity, of anything like the number of 
new ‘‘ bubble ’’ company prospectuses which disfigured the 
boom of 1928-29. Its strongest opponents, inside or out- 
side the Stock Exchange, admit that it has given the small 
investor, with a few hundred pounds at his disposal, a 
diversity of interest—and the element of added security 
which comes with diversity—formerly reserved for his col- 
leagues with ten times as much money to invest. 

It would be unfortunate, however, if the reputation of 
the movement were to be marred by the economic conse- 
quences of its own success. The Falstaffian criticism that the 
English are ever making a good thing too common is cer- 
tainly not inapplicable to certain recent aspects of fixed 
trust development. The trusts have lately been obeying 
the injunction to be fruitful and multiply in a manner 
which has conveyed a distinct suggestion of ‘‘ boom ”’ 
activity. A boom is apt to have dangerous repercussions, 
whatever the type of market in which it may occur. In the 
case of the fixed trusts, however, its potential evils, if it 
were really to reach an advanced stage, would be intensi- 
fied, for the basic idea of the movement is relatively 
narrow and incapable of indefinite permutation and com- 
bination. There is nothing epoch-making in the conception 
of choosing a number of securities and locking them in a 
tin box for a maximum number of years, subject to limited 
adjustment from time to time. The service which the 
movement renders to the community—that of permitting 
a ‘‘ spread ”’ of risks on the investment of small individual 
sums—is a matter of administrative method, not of prin- 
ciple. Indefinite multiplication of the numbers of new 
fixed trusts, in these circumstances, must inevitably lead to 
undue stressing of the ‘‘ sales’’ side of the movement’s 
operations, and to a feverish search to discover new devices 
to attract potential buyers. Some recent developments on 
these lines are, as we have suggested elsewhere in this 
survey, of questionable utility. Most of the “‘ selling 
points ’’ of the trusts recently established are, as compared 
with those of the earlier trusts, distinctions without a differ- 
ence, made in an attempt to ring the changes on an idea 
which is itself incapable of great elasticity. 

The choice of securities which are really suitable for a 
fixed trust portfolio, further, is much more closely limited 
than was originally realised. The consequence has been 
a tendency towards the “‘ duplication ’’ of certain popular 
stock and shares in many portfolios. This feature, as we 
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have shown, has developed at a somewhat sarin 


during the last twelve months. Its consequences, wh 
further rapid increase in the size of the fixed trust mae 
ment, may well deserve the serious attention of the me 
ties who are now considering the question of the move. 
ment’s future status. It is already clear that the Proposed 
regulations of the Stock Exchange would be inadequate tp 
cope with the evil of over-duplication. There are already 
as many as twenty trusts which hold a particular stock, and 
a ruling which would allow as much as 2} per cent. of 
issued total of any share to be held by any one trust 

if literally applied, place far too large a part of the total 
market in that share under the control of the fixed trusts, 

In other respects, the development of the mov. 
appears to be carrying the fixed trusts, slowly but surely 
away from their original conception of fixity. The sphere 
of management is being enlarged, and ‘‘ management ” jg 
coming into its own. Within limits, we urged the desir. 
ability of such an evolution twelve months ago, and subse. 
quent events have largely confirmed the validity of our 
contention. But with every extension of ; 
powers and responsibilities the question Quis custodie 
ipsos custodes ? becomes increasingly insistent. Until 
experience has vindicated managers’ claims, purchasefs of 
‘‘ managed ’’ fixed trust certificates must take the abilities 
of those concerned very literally on trust. 

It is probable, further, that the tendency to increase the 
number of underlying securities in fixed trust portfolios, 
already apparent, will make further headway. Within 
limits, once again, this may also be a desirable develop. 
ment. In its turn, however, it may involve certain features 
demanding most careful supervision. A portfolio contain- 
ing a hundred secugties may afford an appreciably wider 
‘* spreading ’’ of investment risks than a portfolio contain 
ing only twenty-five securities. It does not follow, how 
ever, that the advantages under this heading which would 
be secured by the inclusion of, say, five hundred securities 
would necessarily compensate for the lowering of the 
‘tone ’’ of the whole, as a result of the inevitable incl- 
sion, in so large a portfolio, of securities whose qualifica- 
tions were not of the first order. Again, where the number 
of different stocks held by a fixed trust is limited, the eagle 
eye of criticism can be relied upon to perceive the existence 
of any black sheep in the flock. Where the number is 
large, however, there is always the possibility that one or 
two ‘‘ group stocks,’’ or any others whose sale may be 
desirable in the interests of inside parties rather than the 
public, may slip in unnoticed. ; 

It would seem, therefore, that if some regulation of the 
movement’s activities is considered desirable in the public 
interest, that regulation should be quantitative as well a 
qualitative. There is evidence that the leaders of the 
movement are not opposed to such a development, which 
would give a definite status to the fixed trusts, which at 
present is lacking. That the movement has satisfied 4 
widespread public demand, in the last few years, 1s 
In its own interests, the movement should welcome the 
creation of safeguards against the abuse of its facilities. 
In many instances the imposition of such safeguards 
beyond the powers of any management group acting by 
itself. Their discovery would seem to be the next logical 
stage in the movement’s evolution. 
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There are 3 special 
reasons why you 
should choose 


“KEYSTONE 
CERTIFICATES ” 


1 You participate in 60 per cent. 
of the Profits of the Managers, 
in addition to Dividends of Com- 
panies forming the Underlying 
Security. ‘ 


















2 You may purchase the certifi- 
cates and pay by instalments. 





3 At the present price of 21/- 
per Sub-Unit and based on last 
dividends, you obtain a Gross 


Yield of Approx. FOUR & 
FIVE-EIGHTHS PER CENT. 


exclusive of non - recurring 
Bonuses and Rights, which last 
year amounted to a_ further 
£2.2.6 per cent. 









Free Handbook giving full informa- 
tion is obtainable from Stockbrokers 
and Bank Managers, from whom a 
minimum of 20 Sub-Units may be 
purchased ; or write, telephone, or tele- 
graph to :— 








Managers 


BRITISH KEYSTONE 
SECURITIES TRUST Limited 


24 Throgmorton Street, London, E.C.2. 












Telephone : Telegrams : 
London Wall “ Keycerts, Stock, 
1621, 3331 & 4959 London” 
























Following the phenomenal success of the 
original ‘‘KEYSTONE CERTIFICATES ”’ 


‘KEYSTONE SECOND CERTIFICATES’ 





have been issued in response to the increasing 
demand for a further 


MODERN PROFIT-SHARING 
FIXED TRUST INVESTMENT 


The outstanding features of this investment 
are as follows: 


1 You participate in 50 per cent. 
of the Profits of the Managers, 
in addition to Dividends of Com- 
panies forming the Underlying 
Security. 


2 You may purchase the certifi- 
cates and pay by instalments. 


3 At the present price of 17/9 per 
Sub-Unit and based on_ last 
dividends, you obtain a Gross 
Yield of approx. FOUR & 


THREE - QUARTERS PER 
CENT. exclusive of non-recur- 
ring Bonuses and Rights. 


‘‘KEYSTONE SECOND CERTIFICATES ” 
form a twin Investment with the original 
‘*KEYSTONE CERTIFICATES ”’ both having en- 
tirely different portfolios of underlying securities 
and operating as two distinct PROFIT - SHARING 
FIXED TRUSTS. 


The two Investments have been so arranged that 
by investing in both you obtain an interest in over 
100 Companies and you will receive dividends 
quarterly, namely in April and September, from 
‘*KEYSTONE CERTIFICATES ” and in January 
and July from ‘‘ KEYSTONE SECOND CERTIFI- 


CATES.”’ 
Trustee : 
MIDLAND BANK EXECUTOR & TRUSTEE Co.Ltd. 


Free Handbook giving full information is 
obtainable from Stockbrokers and Bank 
Managers, from whom a minimum of 20 Sub- 
Units may be purchased, or write, telephone, or 
telegraph to :— 


Managers : 


SECOND KEYSTONE FIXED TRUST Lro, 


Telephone : 24 Throgmorion Street, Telegrams : 
London Wall London, E.C.2 “ Seconkefix, Stock, 
1621, 3331 & 4959 London "”’ 
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Throughout the present Survey we have endeavoured to 
approach the movement and its problems from a detached 
scientific standpoint. It is consonant with such an attitude 
to give credit to the fixed trusts for certain results which 
have been both positive and beneficial. For the first time, 
an agency has been created with substantial resources avail- 
able for blazoning the merits of investment, not in any 
particular share, but in ordinary shares in general. What- 
ever criticism may be made of individual portfolios, the 
securities selected by the fixed trusts as a whole have been 
predominantly those of well-established and successful 
British companies. The bucket shop has not been driven 
out of business—far from it. But the fixed trust movement 
has attracted some of the small investors’ savings which 
would otherwise have gone into excessively speculative and 
wild-cat shares. It may claim part—though certainly not 
the whole—of the credit for the absence, during the present 
period of market activity, of anything like the number of 
new ‘* bubble ’’ company prospectuses which disfigured the 
boom of 1928-29. Its strongest opponents, inside or out- 
side the Stock Exchange, admit that it has given the small 
investor, with a few hundred pounds at his disposal, a 
diversity of interest—and the element of added security 
which comes with diversity—formerly reserved for his col- 
leagues with ten times as much money to invest. 

It would be unfortunate, however, if the reputation of 
the movement were to be marred by the economic conse- 
quences of its own success. The Falstaffian criticism that the 
English are ever making a good thing too common is cer- 
tainly not inapplicable to certain recent aspects of fixed 
trust development. The trusts have lately been obeying 
the injunction to be fruitful and multiply in a manner 
which has conveyed a distinct suggestion of ‘‘ boom ”’ 
activity. A boom is apt to have dangerous repercussions, 
whatever the type of market in which it may occur. In the 
case of the fixed trusts, however, its potential evils, if it 
were really to reach an advanced stage, would be intensi- 
fied, for the basic idea of the movement is relatively 
narrow and incapable of indefinite permutation and com- 
bination. There is nothing epoch-making in the conception 
of choosing a number of securities and locking them in a 
tin box for a maximum number of years, subject to limited 
adjustment from time to time. The service which the 
movement renders to the community—that of permitting 
a ‘‘ spread ’’ of risks on the investment of small individual 
sums—is a matter of administrative method, not of prin- 
ciple. Indefinite multiplication of the numbers of new 
fixed trusts, in these circumstances, must inevitably lead to 
undue stressing of the “‘ sales ’’ side of the movement’s 
operations, and to a feverish search to discover new devices 
to attract potential buyers. Some recent developments on 
these lines are, as we have suggested elsewhere in this 
survey, of questionable utility. Most of the “ selling 
points ’’ of the trusts recently established are, as compared 
with those of the earlier trusts, distinctions without a differ- 
ence, made in an attempt to ring the changes on an idea 
which is itself incapable of great elasticity. 

The choice of securities which are really suitable for a 
fixed trust portfolio, further, is much more closely limited 
than was originally realised. The consequence has been 
a tendency towards the ‘‘ duplication ’’ of certain popular 
stock and shares in many portfolios. This feature, as we 


have a has nae at a somewhat 
during the last twelve months. Its co o_o 
further rapid increase in the sizeof the 4u hye toma 
ment, may well deserve the serious attention of the author. 
ties who are now considering the question of the move. 
ment’s future status. It is already clear that the Proposed 
regulations of the Stock Exchange would be inadequate 
cope with the evil of over-duplication. There are alteady 
as many as twenty trusts which hold a particular 

a ruling which would allow as much as 2} per cent, of 
issued total of any share to be held by any one trust 

if literally applied, place far too large a part of the total 
market in that share under the control of the fixed trusts, 

In other respects, the development of the movement 
appears to be carrying the fixed trusts, slowly but surely 
away from their original conception of fixity. The sphere 
of management is being enlarged, and ‘‘ management ” jg 
coming into its own. Within limits, we urged the desir. 
ability of such an evolution twelve months ago, and subse. 
quent events have largely confirmed the validity of ou 
contention. But with every extension of 
powers and responsibilities the question Quis custodie 
tpsos custodes ? becomes increasingly insistent. Until 
experience has vindicated managers’ claims, purchasets of 
‘* managed ’’ fixed trust certificates must take the abilities 
of those concerned very literally on trust. 

It is probable, further, that the tendency to increase the 
number of underlying securities in fixed trust portfolios, 
already apparent, will make further headway. Within 
limits, once again, this may also be a desirable de 
ment. In its turn, however, it may involve certain features 
demanding most careful supervision. A portfolio contain- 
ing a hundred secugties may afford an appreciably wider 
‘* spreading ’’ of investment risks than a portfolio contain 
ing only twenty-five securities. It does not follow, how. 
ever, that the advantages under this heading which would 
be secured by the inclusion of, say, five hundred securities 
would necessarily compensate for the lowering of the 
‘tone ’’ of the whole, as a result of the inevitable inclu- 
sion, in so large a portfolio, of securities whose qualifica- 
tions were not of the first order. Again, where the number 
of different stocks held by a fixed trust is limited, the eagle 
eye of criticism can be relied upon to perceive the existence 
of any black sheep in the flock. Where the number is 
large, however, there is always the possibility that one ot 
two ‘‘ group stocks,’’ or any others whose sale may be 
desirable in the interests of inside parties rather than the 
public, may slip in unnoticed. 

It would seem, therefore, that if some regulation of the 
movement’s activities is considered desirable in the public 
interest, that regulation should be quantitative as well as 
qualitative. There is evidence that the leaders of the 
movement are not opposed to such a development, which 
would give a definite status to the fixed trusts, which at 
present is lacking. That the movement has satisfied a 
widespread public demand, in the last few years, 1s clear 
In its own interests, the movement should welcome the 
creation of safeguards against the abuse of its facilities. 
In many instances the imposition of such safeguards 
beyond the powers of any management group acting by 
itself. Their discovery would seem to be the next logical 
stage in the movement’s evolution. 
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gical Free Handbook giving full informa- 


tion is obtainable from Stockbrokers 
and Bank Managers, from whom a 
minimum of 20 Sub-Units may be 
purchased ; or write, telephone, or tele- 
graph to :— 









Managers 


BRITISH KEYSTONE 
SECURITIES TRUST Limited 


24 Throgmorton Street, London, E.C.2. 


Telephone : Telegrams : 
London Wall “ Keycerts, Stock, 
1621, 3331 & 4959 London ”’ 

















Following the phenomenal success of the 
original ‘‘KEYSTONE CERTIFICATES ”’ 


‘KEYSTONE SECOND CERTIFICATES? 





have been issued in response to the increasing 
demand for a further 


MODERN PROFIT-SHARING 
FIXED TRUST INVESTMENT 


The outstanding features of this investment 
are as follows: 


1 You participate in 50 per cent. 
of the Profits of the Managers, 
in addition to Dividends of Com- 
panies forming the Underlying 
Security. 


2 You may purchase the certifi- 
cates and pay by instalments. 


3 At the present price of 17/9 per 
Sub-Unit and based on_ last 
dividends, you obtain a Gross 


Yield of approx. FOUR & 
THREE - QUARTERS PER 


CENT. exclusive of non-recur- 
ring Bonuses and Rights. 


‘*KEYSTONE SECOND CERTIFICATES ”’ 
form a twin Investment with the original 
‘* KEYSTONE CERTIFICATES ”’ both having en- 
tirely different portfolios of underlying securities 
and operating as two distinct PROFIT - SHARING 
FIXED TRUSTS. 


The two Investments have been so arranged that 
by investing in both you obtain an interest in over 
100 Companies and you will receive dividends 
quarterly, namely in April and September, from 
‘*KEYSTONE CERTIFICATES ” and in January 
and July from ‘‘ KEYSTONE SECOND CERTIFI- 


CATES.” 


Trustee : 
MIDLAND BANK EXECUTOR & TRUSTEE Co.Ltd. 


Free Handbook giving full information is 
obtainable from Stockbrokers and Bank 
Managers, from whom a minimum of 20 Sub- 
Units may be purchased, or write, telephone, or 
telegraph to :— 


Managers : 


SECOND KEYSTONE FIXED TRUST Lro, 


Telephone : 24 Throgmorton Street, Telegrams : 
London Wall London, E.C.2 “ Seconkefix, Stock, 
1621, 3331 & 4959 London "’ 


f 
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INVESTMENTS FREE FROM PERSONAL LIABILITY IN 
RESPECT OF UNCALLED CAPITAL IN THE SHARES OF 
BRITISH BANKS AND INSURANCE COMPANIES 


TRUST 


of BANK 
SHARES 


TRUSTEES 
EQUITY & LAW LIFE ASSURANCE SOCIETY 
BANKERS 
BARCLAYS BANK LIMITED 


TRU oT 
BANK & INSURANCE 
SHARES 


TRUSTEES 
MIDLAND BANK EXECUTOR & TRUSTEE CO. LTD. 
BANKERS 
MIDLAND BANK LIMITED 


TRU oT 
INSU CE 
SHARES 


TRUSTEES AND BANKERS 
WILLIAMS DEACON’S BANK LIMITED 
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THESE THREE TRUSTS ARE MANAGED BY 


Trust of Insurance Shares 
Limited 
(Incorporated under the Companies Act 1929) 


29 & 30 CORNHILL, LONDON, E.C.3 


Telephone Mansion House 5467 











Booklets containing full information as 
to these Trusts may be obtained through 
any Stockbroker or Bank 
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